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SECURITIES EXCHANGE ACT OF 1934 
‘Release No. 13055/Dec. 10, 1976 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Release No. 19802/Dec. 10, 1976 


ACCOUNTING SERIES 
Release No. 203/Dec. 10, 1976 


DISCLOSURE OF CERTAIN REPLACEMENT COST DATA 
Amendment to Regulation S-X 


The Securities and Exchange Commission hereby adopts an 
amendment to Rule 3-17 of Regulation S-X [17 CFR 210.3- 
17]. Rule 3-17(g) was originally proposed for comment in 
Securities Act Release No. 5696 [41 F.R. 13626], which was 
issued concurrently with Accounting Series Release No. 190 
(Release Nos. 33-5695, 34-12240, 35-19437, March 23, 
1976 [41 F.R. 13596]) in which Rule 3-17(a)-(f) requiring 
certain replacement cost data was adopted. A revised 
amendment was published for comment on October 7, 1976 
in Securities Act Release No. 5749 [41 F.R. 45030}. 


The Commission is adopting the rule because of the impre- 
cise nature of replacement cost information and its desire to 
encourage the development and disclosure of such informa- 
tion in good faith. The Commission recognizes that it is 
requiring companies to disclose data that is not subject to 
precise calculation. It is expected that there will be various 
approaches taken in the preparation and disclosure of re- 
placement cost data. The Commission believes that persons 
required to disclose replacement cost data should be pro- 
tected against the imposition of liability for such disclosures 
unless it can be clearly shown that the disclosures were 
prepared without a reasonable basis or disclosed in other 
than good faith. 


By defining various terms found in the securities laws to 
require a showing that the data was either (1) prepared 
without a reasonable basis or (2) disclosed in other than good 
faith, the rule places a burden of proof on a person seeking to 
establish liability for a disclosure or nondisclosure of replace- 
ment cost data. If such a person can establish that a 
misstatement of a material fact (or other similar term found in 
the rule) has occurred, he must then meet whatever stand- 
ards are applicable in the circumstances of the particular 
claim and the relief sought. See, e.g., Sections 11, 12 and 17 
{15 U.S.C. 77k, 1, o and q] of the Securities Act of 1933, 
Sections 10, 18, and 20 [15 U.S.C. 78j, r and t] of the 
Securities Exchange Act of 1934. 


Some commentators questioned the requirement that the 
data be demonstrated to have been prepared “without a 
reasonable basis. These commentators recommended that 
a person seeking to establish liability for replacement cost 
data be required to demonstrate that such information was 
prepared with an intent to deceive or defraud and disclosed 
other than in good faith. The Commission recognizes that 
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there will be more than one reasonable way of preparing the 
data but believes that a showing that data was prepared 
without a reasonable basis should be sufficient to remove any 
special protection afforded by the rule. A requirement that 
there be a showing of an intent to deceive or defraud may be 
appropriate in other circumstances, but the Commission does 
not believe thai such a standard is appropriate in a “safe 
harbor’ rule. The rule would apply to data furnished in 
response to the requirements of Rule 3-17(a)-(f) or as further 
supplemental disclosure. 


Most of those commenting on the revised rule favored 
adoption of the rule as revised, although a majority of those 
supporting the adoption of the rule favored the deletion of the 
July 1, 1978 termination date. In response to these com- 
ments, the Commission has removed the termination date. 
However, as with other aspects of the Commission's require- 
ments for replacement cost data, the Commission will con- 
sider the desirability oi amending or eliminating the rule in 
light of its experience with the rule. The Commission will 
review its experience with the rule by July 1, 1978. 


Commission Action: The Commission hereby amends 
§ 210.3-17 of Part 210 of 17 CFR, Chapter Il. by the addition 
of subsection (g) as given below. 


PART 210—FORM AND CONTENT OF FINANCIAL STATE- 
MENTS, SECURITIES ACT OF 1933, SECURITIES EX- 
CHANGE ACT OF 1934, PUBLIC UTILITY HOLDING COM- 
PANY ACT OF 1935, AND INVESTMENT COMPANY ACT 
OF 1940. 


§ 210.3-17 Current replacement cost information. 


ra ee ae 


(g) Current replacement cost information disclosed pursuant 
or supplemental to the requirements of § 210.3-17 shall be 
deemed not to be an untrue statement of a material fact; a 
statement false or misleading with respect to any material 
fact; an omission to state a material fact necessary to make a 
statement not misleading; or the employment of a manipula- 
tive, deceptive, or fraudulent device, contrivance, scheme, 
transaction, act, practice, course of business or an artifice to 
defraud; as those terms are used in the Securities Act of 
1933, the Securities Exchange Act of 1934, or the Public 
Utility Holding Company Act of 1935, or rules and regulations 
thereunder, unless such information: 


1. Was prepared without a reasonable basis; or 
2. Was disclosed other than in good faith. 


Om ORY ai aa 


The Commission solicited comment on whether it would be 
preferable to have no rule rather than the revised rule 
proposed in Securities Act Release No. 5749. Almost all 
those responding favored adoption of the rule rather than no 























rule. It should be emphasized that the Commission has 
adopted the rule because of the nature of replacement cost 
data. The rule should not be taken as an indication of what 
the Commission believes to be the appropriate standard in 
the absence of a rule, or what an appropriate safe harbor rule 
would be for other types of disclosures or activities. 


Pursuant to Section 23(a)(2) of the Exchange Act, the 
Commission has considered the effect that the amendment 
would have on competition and is not aware of any burden 
that the rule would impose on competition not necessary or 
appropriate in furtherance of the purposes of that Act. 


The Commission has adopted the foregoing amendment 
pursuant to its authority under Section 19(a) [15 U.S.C. 77s] 
of the Securities Act of 1933, Sections 3(b) and 23(a)(1) [15 
U.S.C. 78c and 78w] of the Securities Exchange Act of 1934, 
and Section 20 [15 U.S.C. 79t] of the Public Utility Holding 
Company Act of 1935. In addition to the definitional authority 
provided therein, Section 19(a) [15 U.S.C. 77s] of the Securi- 
ties Act, Section 23(a)(1) [15 U.S.C. 78w] of the Exchange 
Act, and Section 20(d) [15 U.S.C. 79t] of the Holding 
Company Act specifically provide that no liability under those 
Acts “shall apply to any act done or omitted in good faith in 
conformity” with any rule or regulation of the Commission 


Inasmuch as the above described amendment does not 
impose any additional requirements under § 210.3-17, the 
Commission finds that, for good cause, the thirty day notice 
provision specified in the Administrative Procedure Act [5 
U.S.C. § 553(d)] is unnecessary, and accordingly the amend- 
ment shall be effective on _, (publication 
date in the Federal Register.) 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5781/Dec. 10, 1976 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13057/Dec. 10, 1976 


PUBLIC UTILITY HOLDING ACT OF 1935 
Release No. 19803/Dec. 10, 1976 


INVESTMENT CO. ACT OF 1940 
Release No. 9564/Dec. 10, 1976 


SECURITIES AND EXCHANGE COMMISSION 


{17 CFR Parts 230, 239, 240] 


[Release Nos. 33-5781, 34-13057, 35-19803, IC-9564; File 
No. S7-655] 


PROPOSED EXPERIMENTAL SHORT REGISTRATION 
FORM AND PROPOSED AMENDMENTS OF RELATED 
RULES 


Notice of Extension of Comment Period 


The Securities and Exchange Commission today extended 
the comment period on proposed Form S-14A, an optional 
short form for registration under the Securities Act of 1933 of 
securities of certain issuers to be issued in reclassification 
and business combinations of the character described in 
Securities Act Rule 145(a), and proposed amendments to 
related rules (Release No. 33-5744, September 27, 1987 [41 
FR 43876]. The Commission believes that an extension from 
December 10, 1976, until January 10, 1977 is is appropriate 
in view of the significance of the proposals. 


Accordingly, all interested persons are invited to submit in 
triplicate their views and comments on the proposals in 
Release No. 33-5744 to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Washington, D. C. 
20549 on or before January 10, 1977. Such communications 
should refer to File No. S7-655. All such communications will 
be available for public inspection 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5782/Dec. 14, 1976 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 13068/Dec. 14, 1976 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Release No. 19806/Dec. 14, 1976 


First Indenture Act of 1939 
Release No. 449/Dec. 14, 1976 


INVESTMENT CO. ACT OF 1940 
Release No. 9567/Dec. 14, 1976 


INVESTMENT ADVISORS ACT OF 1940 
Release No. 561/Dec. 14, 1976 
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_ Duties of the Secretary of the Commission and of the Director 
of the Office of Public Affairs 


The Securities and Exchange Commission announced today 
that, effective upon publication in the FEDERAL REGISTER, 
17 CFR Part 200 is amended to revise the description of the 
duties of the Secretary of the Commission and add the 
description of the duties of the Director of the Office of Public 
Affairs. Section 200.13 is amended to read as follows: 
§ 200.13a The Secretary of the Commission. 


(a) The Secretary of the Commission is responsible to the 
Commission for the preparation and maintenance of the 
Minute Record of all official actions of the Commission. He is 
custodian of the official seal of the Commission and also has 
the responsibility for authenticating documents. In addition, 
he is responsible for the preparation of official releases 
announcing the various actions of the Commission. 


(b) In addition, the Secretary has been delegated responsibili- 
ties relating to the Commission's rules of practice and other 
areas. 


§ 200.13b Director of the Office of Public Affairs. 


The Director of the Office of Public Affairs is the public 
information officer and the legislative officer of the Commis- 
sion. He is the Commission's principal liaison with the news 
media and with the Congress and his responsibilities include 
establishing and maintaining effective lines of communication 
with the news media and with Members of Congress and 
their staffs. He is also responsible for disseminating informa- 
tion to the news media; responding to requests for informa- 
tion and assistance from the Congress, the news media, and 
the general public; and advising the Office of the General 
Counsel and the operating Divisions with respect to legisla- 
tive proposals and coordinating the preparation of the Com- 
mission's comments on such proposals. In addition, he is 
responsible for coordinating the production of, and exercising 
editorial supervision over, publications and audio-visual mate- 
rials explaining the work of the Commission, including the 
Annual Report to Congress. 


The Commission finds that the foregoing amendment relates 
solely to agency organization, procedure or practice and that 
notice and procedures under 5 U.S.C. 533 are unnecessary. 
Accordingly, it is adopted, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5783/Dec. 15, 1976 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13072/Dec. 15, 1976 





PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Release No. 19810/Dec. 15, 1976 


INVESTMENT CO. ACT OF 1940 
Release No. 9570/Dec. 15, 1976 


DISCLOSURE OF MANAGEMENT BACKGROUND; 
UNIFORM REPORTING REQUIREMENTS 


Extension of Comment Period [S7-658] 


The Securities and Exchange Commission today announced 
extension of the period of comment on its proposals, pub- 
lished November 9, 1976 (41 CFR 49493), relating to disclo- 
sure of management background in various corporate regis- 
tration and reporting forms and proxy schedules. 


The period for submitting comments on these proposals was 
due to expire December 15, 1976. However, the Commission 
has received requests for additional time within which to 
prepare and submit such comments. Accordingly, the com- 
ment period has been extended to January 31, 1977. 


In the release announcing the proposals, the Commission 
indicated its intent to have the amended disclosure require- 
ments effective by early 1977. It should be noted, however, 
that extension of the comment period will necessarily 
lengthen the rulemaking proceeding and, therefore, delay the 
effective date of any proposals set forth in that release. 
Therefore, it is not contemplated that the proposals will be 
adopted in time to be applicable to the coming proxy season. 


Comments should be in writing, in triplicate, and addressed to 
George A. Fitzsimmons, Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. All such communica- 
tions will be placed in the public files of the Commission and 
should refer to File No. S7-658. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5784/December 15, 1976 


PERMANENT SUSPENSION OF THE REGULATION B EX- 
EMPTION OF PREMIER OIL & GAS, INC. 














The Securities and Exchange Commission has issued an 
order permanently suspending the Regulation B exemption 
from registration under the Securities Act of 1933 with regard 
to the public offering of fractional undivided working interests 
in oi! and gas leases in the following Premier Oil & Gas, Inc. 
offering: Premier Oil & Gas, Inc., Bohach No. 1, Borrego 
Creek Prospect (File No. 20-2115A1). 


The Commission has reason to believe that the exemption 
from registration afforded by Regulation B is unavailable 
because (1) this offering was made in violation of the 
antifraud provisions of Section 17 of the Securities Act of 
1933 and Section 10 of the Securities Exchange Act of 1934, 
as arvended, in that Premier Oil & Gas, Inc. while engaged in 
the offering, directly anc indirectly made use of the means 
and instruments of transportation and communication in 
interstate commerce and of the means and instrumentalities 
of interstate commerce, and in connection with the offer and 
sale of this offering made to prospective purchasers and 
investors untrue statements of material facts and omitted to 
state material facts necessary to make the statements made, 
not misleading; (2) this offering sheet contained untrue state- 
ments of material facts and omitted to state material facts 
necessary in order to make the statements made, in light of 
the circumstances under which they were made, not mislead- 
ing; (3) Premier Oil & Gas, Inc. has not complied with the 
terms and conditions of Regulation B in that Premier Oil & 
Gas, Inc. did not comply with Rule 310(b) by failing to deliver 
copies of the offering sheet to the investors at or prior to the 
time of the initial offer; (4) Premier Oi! & Gas, Inc. has not 
complied with the terms and conditions of Regulation B in 
that Premier Oil & Gas, Inc. did not comply with Rule 310(d) 
by failing to deliver copies of the offering sheet to the 
investors at least 48 hours before the sale was made; (5) 
Premier Oil & Gas, Inc. has not complied with the terms and 
conditions of Regulation B in that Premier Oil & Gas, Inc. did 
not comply with Rule 316(a)(1) by filing with the Commission 
a Form 1-G report which failed to contain the information 
called for by the form, in that some of the information 
submitted was inaccurate; and (6) Premier Oil & Gas, inc. 
has not complied with the terms and conditions of Regulation 
B in that Premier Oil & Gas, Inc. did not comply with Rule 322 
in that employees of Premier Oil & Gas, Inc. in the course of 
oral communications with prospective investors used lan- 
guage stating or implying that the Commission has passed 
upon the merits of, or given its approval to, the securities 
offered or the terms of the offering. 





SECURITIES ACT OF 1933 
Release No. 5785/December 15, 1976 


PERMANENT SUSPENSION OF THE REGULATION B EX- 
EMPTION OF RANSOM HORNE, JR. 


The Securities and Exchange Commission has issued an 
order permanently suspending the Regulation B exemption 
from registration under the Securities Act of 1933 with regard 
to the public offering of fractional undivided interests in oil and 
gas leases in the following Ransom Horne, Jr. (Horne) 
offering: Ransom Horne, Jr—Matson #1, Woodland Pros- 
pect (File No. 20-1782A5) 


The Commission has reason to believe that the exemption 
from registration afforded by Regulation B is unavailable 
because Horne has not complied with the terms and condi- 
tions of Regulation B in that (1) Ransom Horne, Jr. was 
permanently enjoined on November 13, 1974, by the Su- 
preme Court of the State of New York, in and for the County 
of New York, from offering or selling securities in violation of 
Article 23-A of the General Business Law of the State of 
New York; and (2) Horne failed to disclose in the offering 
sheet that on November 13, 1974 Ransom Horne, Jr. was 
permanently enjoined by the Supreme Court of the State of 
New York, in and for the County of New York, from offering or 
selling securities in violation of Article 23-A of the General 
Business Law of the State of New York. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13053/Dec. 10, 1976 


Adoption of Reporting and Inquiry Requirements with Re- 
spect to Missing, Lost, Stolen and Counterfeit Securities 


The Securities and Exchange Commission today announced 
the adoption of Rule 17f-1 [17 C.F.R. § 240.17f-1] under 
Section 17(f) of the Securities Exchange Act of 1934, (‘the 
Act’) [15 U.S.C. 78a et seq. as amended by Pub. L. No. 94- 
29 (June 4, 1975)] to establish reporting and inquiry require- 
ments with respect to missing, lost, counterfeit or stolen 
securities. The Commission also announced a pilot program 
from March 1, 1977 to February 28, 1978, to ease the 
implementation of the rule. Under the terms of the pilot 
program, the rule will become effective on March 1, 1977. 
The pilot period will end on February 28, 1978. Finally, the 
Commission seeks comments concerning the designation of 
an entity to process reports and inquiries required to be made 
with the Commission during the pilot period 


Introduction 
The problems relating to missing, lost, counterfeit or stolen 
securities have been described by the Commission! and 


were the subject of a series of Congressional hearings.* The 
recommendation for a system for the receipt of reports and 
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_ inquiries concerning missing, lost, stolen or counterfeit securi- 
ties has been supported widely. Section 17(f) of the Act 
established the legislative framework for such a system by 
providing that every national securities exchange, member 
thereof, registered securities association, broker, dealer, mu- 
nicipal securities dealer, registered transfer agent, registered 
clearing agency, participant therein, member of the Federal 
Reserve System and bank whose deposits are insured by the 
Federal Deposit Insurance Corporation shall report and in- 
quire with respect to missing, lost, counterfeit or stolen 
securities in accordance with rules promulgated by the Com- 
mission. 


Proposed Rule 17f-1 was announced by the Commission on 
January 20, 1976.2 Numerous comment letters were received 
from interested members of the public, and impact studies on 
the effects of the proposed rule were conducted by the 
securities and banking industries. The Commission has care- 
fully reviewed these comment letters and impact studies and 
has made modifications in the rule where it was deemed 
appropriate. 


Rule 17f-1 
(a) Definitions 


Paragraph (a) defines the terms “reporting institution” and 
“appropriate instrumentality.” 


(b) Reporting Requirements 


Paragraph (b) requires financial institutions and others to 
report missing, lost, counterfeit or stolen securities within 
specified time periods. Reports with respect to U.S. Govern- 
ment or Agency securities or securities of certain international 
organizations are to be made to the nearest Federal Reserve 
Bank or Branch; reports with respect to all other securities are 
to be made to the Securities and Exchange Commission. 
Where there is a substantial belief that criminal activity is 
involved, an additional report must be made to the appropri- 
ate law enforcement agency. A report is also required if a 
security previously reported missing, lost or stolen is re- 
covered. The information required to be reported is set forth 
in the rule and shall be provided on Form X-17f-1A, Lost, 
Missing, Stolen, Counterfeit Securities Report. 


The rule requires the reporting institution to report: (1) those 
securities missing, lost, or stolen from its possession or 
control and (2) those securities which are missing, lost or 
stolen from the possession or control of a person which is not 
a reporting institution and which securities have not been 
reported by another reporting institution. For example, if 
securities are missing from the control of a broker, the broker 
would be required to report. A transfer agent receiving a 
“stop” on such securities from the broker would not be 
required to report. In contrast, where securities are lost by a 
non-reporting entity such as an individual, the transfer agent 
would be required to make a report when it receives the stop. 
Form X-17f-1A will be designed so that transfer agents will be 
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able to ascertain whether a report is required by them. During 
the pilot program, transfer agents will not be required to 
report stops received prior to the effective date of the rule. 
The Commission will study the desirability of requiring the 
reporting of such stops at a later date. The Commission also 
intends to consider and may make proposals concerning 
methods by which duplicative reporting and inquiry by regis- 
tered transfer agents may be eliminated. 


For the purpose of subparagraph (b)(2) only, but not (b)(2)(i)- 
(iii), the time periods for reporting begin to run when, on the 
basis of all relevant circumstances, the reporting institution 
believes a certificate to be lost or missing as opposed to a 
belief that the certificate is merely misplaced or misfiled by 
the institution. 


Counterfeit securities, including altered or forged securities, 
are required to be reported to the appropriate law enforce- 
ment agency as well as to the appropriate instrumentality. 
Reports of recoveries of lost, missing, or stolen securities are 
required to be made to the appropriate instrumentality. Where 
stolen securities were reported to a law enforcement agency, 
a report of recovery is required to be made to such agency. 
Recovery may only be reported by the institution which 
reported the security as missing, lost or stolen. However, 
report of recovery may be made by a successor institution, 
trustee or the recovering institution where the reporting 
institution no longer exists. 


(c) Inquiry Requirements 


Paragraph (c) of Rule 17f-1 requires financial institutions to 
determine whether securities coming into their possession or 
keeping under certain circumstances have been reported as 
missing, lost, counterfeit or stolen. Inquiry with the appropri- 
ate instrumentality is required whenever securities are re- 
ceived, whether by pledge, transfer or in some other manner, 
uniess they are received (1) from the issuer on original issue; 
(2) from another institution which is a reporting institution 
under the rule; or (3) from a customer and are registered in 
the name of such customer or its nominee. 


Under the proposed rule, the third exemption stated that no 
inquiry is required if the securities are received from a reqular 
customer, are registered in the name of such customer or its 
nominee and the size and nature of the transaction are not 
inconsistent with past transactions with the same customer. 
However, in light of the Senate hearings, which demonstrated 
that the stolen securities traffic mainly involves bearer and 
street name securities and the concern expressed in the 
comment letters, the Commission has eliminated the require- 
ment that the person be a reqular customer and the transac- 
tion not be inconsistent with past transactions. Consequently, 
under the third exemption as adopted, securities registered in 
the name of the customer will be exempt from required 
inquiry. All bearer or street name securities, unless received 
from the issuer or another reporting institution, would require 
inquiry. Any reporting institution may make inquiry with re- 
spect to any transaction pursuant to paragraph (d) of the rule. 
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These exceptions are intended to make inquiry unnecessary 
in the majority of instances and to require inquiry in those 
circumstances most likely to involve missing, lost, counterfeit 
or stolen securities. The system will be designed to avoid 
undue disruption to the course of normal commercial transac- 
tions. 


(d) Permissive Reports and Inquiries 


Paragraph (d) describes the availability of the reporting and 
inquiry system to any reporting entity whether or not Rule 17f- 
1 would require a report or inquiry. With respect to the 
granting of authority to make permissive inquiries, it should 
be pointed out that this authority is provided to allow sufficient 
flexibility when an inquiry is not mandated but suspicious 
circumstances are involved. The Commission, in allowing 
permissive inquiries, does not intend to incorporate an inquiry 
requirement into the bona fide purchaser doctrine each time a 
reporting institution receives a security certificate. The Com- 
mission recognizes that to require or to suggest inquiry in all 
cases would seriously jeopardize the ability of financial insti- 
tutions to function in an efficient manner. 


The rule also provides that the Commission may grant other 
persons access to the system upon such terms or conditions 
as it deems necessary and appropriate in the public interest 
and for the protection of investors. The Commission recog- 
nizes that a number of banks, including foreign banks and 
branches, and other institutions, such as insurance compa- 
nies, are not included in the definition of “reporting institu- 
tion.” In order to allow these institutions access into the 
system and to allow those reporting institutions dealing with 
non-reporting institutions the exemption allowed under para- 
graph (c)(1)(ii) of the rule, the Commission encourages 
financial institutions not within the jurisdiction of this section to 
apply under paragraph (d) to become so included. 


Pilot Program 


In order to implement Rule 17f-1 in the most efficient manner, 
the Commission has determined that it would be appropriate 
to institute a pilot program to determine the effectiveness of 
the rule and the systems designed to carry out its provisions. 
Accordingly, Rule 17f-1 will be implemented on a pilot basis 
between March 1, 1977 and February 28, 1978. 


During the pilot program, the Commission will not require 
certain reports and inquiries to be made which otherwise 
would be required under the rule. 


1. Corporate securities not assigned CUSIP numbers 
will be exempt from required reporting and inquiry. 


2. Transactions involving less than $10,000 will be 
exempt from inquiry. 


On the basis of the impact studies conducted, the Commis- 
sion believes that allowing these additional exemptions from 
reporting and inquiry during the pilot program will allow the 





efficient implementation of a system to carry out the mandate 
of the Act. In addition; these exemptions will allow financial 
institutions subject to the rule an opportunity to adapt to the 
operation of the rule without undue disruption to the course of 
normal commercial transactions. 


The Commission will study the operation of the rule and the 
system during this pilot program and make modifications 
where appropriate. 


Designation of an Outside Entity 


Section 17(f)(1)(A) of the Act authorizes reports and inquiries 
to be made to the Commission or “other person designated 
by the Commission.” The Commission has determined that a 
manual, computer-assisted system would best achieve the 
purposes of the pilot program and that the goals of the Act 
would best be fulfilled by the designation of a private entity to 
perform certain functions under the Commission's direction.4 
These conclusions are based on the easy implementation 
and lower cost of such a designee-operated system over a 
real-time, on-line fully automated system. These views are 
also buttressed by the fact that the movement towards the 
immobilization and elimination of securities certificates will 
greatly diminish the lost and stolen securities problem. Ac- 
cordingly, the implementation cost of any system should be 
kept as low as possible. 


The Commission contemplates that any system designated 
by it will be flexible enough to accommodate high volume 
users on an automated basis. 


The designee’s functions, to be carried out upon terms and 
conditions as approved by the Commission would be: 


1. To receive reports and inquiries for which the 
Commission is the appropriate instrumentality; 


2. To maintain records of such reports and inquiries 
and furnish such records to institutions in accordance 
with the provision of Rule 17f-1; 


3. To collect fees, as approved by the Commission, 
from reporting institutions to defray the costs of the 
system; and 


4. To convey receipt of reports to the transfer agents 
concerned where such transfer agent is not the report- 
ing institution; and 


5. To carry out other specified functions ordered by the 
Commission. 


The Commission’s designee will serve in its capacity upon 
specified terms and conditions approved by the Commission 
and shall operate pursuant to and under the terms of: 


1. A plan approved by the Commission and amended 
by the Commission as appropriate or necessary; and 
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2. A fee structure to be submitted to and approved by 
the Commission. 


The Commission solicits comments regarding its determina- 
tion to utilize a manual computer assisted system in imple- 
menting Rule 17f-1. In addition, the Commission encourages 
entities interested in acting as the Commission’s designee to 
make submissions and proposals for systems to implement 
Rule 17f-1, including costs for such a system. 


Effective Dates and Responsibility of Appropriate Instru- 
mentalities 


Rule 17f-1 will become effective on March 1, 1977. No fee 
will be charged to users for reports and inquiries for which a 
Federal Reserve Bank or Branch is the appropriate instru- 
mentality between March 1, 1977 and June 1, 1977. There- 
after, a reasonable fee as approved by the Commission may 
be charged to all reporting institutions. Reporting institutions 
will be charged a reasonable fee, determined by the Commis- 
sion, for making available the information on missing, lost, 
counterfeit or stolen securities for which the Commission is 
the appropriate instrumentality. 


The Commission and the Federal Reserve Bank will shortly 
disseminate to all reporting institutions the procedures for 
reporting and inquiry. 


The appropriate instrumentalities undertake no responsibility 
with regard to any party in maintaining the lists of missing, 
lost, counterfeit or stolen securities or responding to inquiries 
pertaining thereto and will not be liable for any act or failure to 
act with respect to any procedures set forth in Rule 17f-1. 


Immobilization and Elimination of Certificates 


It should be noted that this program is not intended to be a 
substitute for other steps which are being undertaken to 
improve securities processing, prevent losses and reduce the 
risk of theft. The Commission continues to endorse the 
concepts of improved securities processing and certificate 
immobilization and elimination through greater use of deposi- 
tories and book entry systems. It is expected that this 
program will be developed in a manner appropriate to meet 
existing needs and will be flexible enough to adjust to 
changing circumstances. 


Statutory Basis and Competitive Considerations 


The Commission adopts Rule 17f-1 pursuant to the Securities 
Exchange Act of 1934, as amended, including Sections 2, 6, 
10, 15, 17, and 23 thereof. The Commission finds that any 
burden upon competition imposed by the rule is necessary 
and appropriate in the public interest and for the proteciion of 
investors in order to implement a lost or stolen securities 
program pursuant to Section 17(f) of the Act. 


Since the modifications of the rule as proposed are technical 
in nature or make the rule less restrictive, the Commission 
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finds, in accordance with the Administrative Procedure Act, 
that notice and public procedure are not necessary as a 
prerequisite to the adoption of the rule. 


Solicitation of Comments 


The Commission solicits comments from all interested per- 
sons on Rule 17f-1 and the Commission's pilot program for 
the implementation of the rule. In particular, the Commission 
solicits comments pertaining to the following: 


1. Whether the standards for inquiry set forth in para- 
graph (c)(1)(iii) of the rule are apporpriate; 


2. Whether the use of a manual, computer assisted 
system to receive reports and inquiries is appropriate 
and desirable in the public interest and for the protec- 
tion of investors; 


3. Whether it is appropriate to require the Commis- 
sion’s designee to convey receipt of reports to the 
transfer agent concerned where the transfer agent is 
not the reporting institution; 


4. Whether the pilot program allows reporting institu- 
tions sufficient flexibility in the implementation of the 
rule; 


5. Whether the additional exemptions allowed during 
the pilot program should be retained permanently in the 
rule; 


6. Whether the effective date of March 1, 1977 is 
appropriate; and 


7. Whether it is desirable for the Commission to appoint 
an advisory committee consisting of representatives of 
the banking and securities industries, the self-regula- 
tory organizations and regulatory agencies to advise 
the Commission on the conduct of the lost and stolen 
securities pilot program. 


In addition, the Commission solicits submissions from per- 
sons interested in serving as the Commission’s designee 
regarding the manner in which a system should operate 
including costs for the establishment and operation of such a 
system. 


Written comments, submitted in triplicate, should be ad- 
dressed to the Secretary, Securities and Exchange Commis- 
sion, Washington, D. C. 20549, by January 15, 1977. All 
comments should refer to File No. S7-611. Comments sub- 
mitted will be available for public inspection at the Commis- 
sion’s Public Reference Room. 


By the Commission. 


George A. Fitzsimmons 
Secretary 

















‘Study of Unsafe and Unsound Practices of Brokers and 
Dealers, Report and Recommendations of the Securities and 
Exchange Commission (pursuant to Section 11(h) of the 
Securities Investor Protection Act of 1970), December 1970. 


? Organized Crime - Stolen Securities, Hearings Before the 
Permanent Subcommittee on Investigations, Senate Commit- 
tee on Government Operations, 92nd Cong., 1st Sess. 


(1971); 93rd Cong., 1st Sess. (1973); 93rd Cong., 2d Sess. 
(1974) 


> Securities Exchange Act Release No. 12030 (January 20, 
1976); 41 F.R. 4834 (February 2, 1976). 


4 See Appendix - Criteria for a Lost and Stolen Securites 
Reporting and Inquiry System, for:a discussion of those 
criteria the Commission suggests be included in a system. 
The conclusion that a manual computer-assisted system is 
the most appropriate means of implementing Section 17(f)(1) 
of the Act was reached after review of preliminary proposals 
submitted by numerous firms during the public comment 
period. The criteria described herein were formulated from 
submissions received by the Commission and contain many 
suggestions initially made by the Securities Industry Automa- 
tion Corporation. 





PART 240—GENERAL RULES AND REGULATIONS, SE- 
CURITIES AND EXCHANGE ACT OF 1934 


Part 240 is amended as follows: 


Commission action: Pursuant to Sections 2, 6, 10, 15, 17(f) 
and 23 of the Securities Exchange Act of 1934, the Securities 
and Exchange Commission adopts Section 240.17f-1 in 
Chapter I! of title 17 of the Code of Federal Regulations to 
read as follows: § 240.17f-1 Requirements for reporting and 
inquiry with respect to missing, lost, counterfeit or stolen 
securities. 


(a) Definitions. (1) Reporting Institution. For purposes of this 
section, the term “reporting institution” shall include every 
national securities exchange, member thereof, registered 
securities association, broker, dealer, municipal securities 
dealer, registered transfer agent, registered clearing agency, 
participant therein, member of the Federal Reserve System 
and bank whose deposits are insured by the Federal Deposit 
Insurance Corporation. 


(2) Appropriate Instrumentality. For purposes of this section 
the term “appropriate instrumentality’ shall mean 


(i) any Federal Reserve Bank or Branch thereof with 
respect to securities issued by: 
(A) the United States Government, 


(B) any agency or instrumentality of the United 
States Government. 


(C) the’International Bank for Reconstruction and 
Development, 


(D) the Inter-American Bank, or 
(E) the Asian Development Bank; and 


(ii) the Securities and Exchange Commission with 
respect to all other securities. 


(b) Reporting Requirements. (1) Stolen Securities. 


(i) Every reporting institution shall report to the appro- 
priate instrumentality the discovery of the theft or loss 
of any security where there is substantial basis for 
believing that criminal activity was involved. Such re- 
port shall be made within one business day of the 
discovery and, if the certificate numbers of the securi- 
ties cannot be ascertained at that time, they shall be 
reported as soon thereafter as possible. 


(ii) Every reporting institution shall promptly report to 
the appropriate law enforcement agency upon the 
discovery of the theft or loss of any security where 
there is substantial basis for believing that criminal 
activity was involved. 


(2) Missing or Lost Securities. Every reporting institution 
shall report to the appropriate instrumentality the discovery of 
the loss of any security where criminal actions are not 
suspected when the security has been missing or lost for a 
period of two business days. Such report shall be made 
within one business day of the end of such period except 
that: 


(i) Securities lost in transit to customers, transfer 
agents, banks, brokers or dealers shall be reported by 
the delivering institution no later than two business 
days after notice of non-receipt or as soon after such 
notice as the certificate numbers of the securities can 
be ascertained. 


(ii) Securities considered lost or missing as a result of 
securities counts or verifications required by rule, regu- 
lation or otherwise (e.g., dividend record date verifica- 
tion made as a result of firm policy or internal audit 
function report) shall be reported no later than ten 
business days after completion of such securities count 
or verification or as soon after such count or verification 
as the certificate numbers of the securities can be 
ascertained 


(iii) Securities not received during the compietion of a 
delivery, deposit or withdrawal shall be reported in the 
following manner 


(A) Where delivery of securities is through clear- 
ing agency, the delivering institution shall supply 


the receiving institution the certificate number of 
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the security within two business days from the 
date of request from the receiving institution. The 
receiving institution shall report within one busi- 
ness day of notification of the certificate number; 


(B) Where the delivery of securities is over the 
window and where the delivering institution has a 
receipt, the delivering institution shall supply the 
receiving institution the certificate numbers of the 
securities within two business days from the date 
of request from the receiving institution. The 
receiving institution shall report within one busi- 
ness day of notification of the certificate number; 


(C) Where the delivery of securities is over the 
window and where the delivering institution has 
no receipt, the delivering institution shall report 
within two business days of notification of nonre- 
ceipt by the receiving institution; or 


(D) Where delivery of securities is made by mail 
or via draft, if payrnent is not received within ten 
business days, the delivering institution shall 
confirm with the receiving institution the failure to 
receive such delivery; if confirmation shows non- 
receipt, the delivery institution shall report within 
two business days of such confirmation. 


(3) Counterfeit Securities. Every reporting institution shall 
report the discovery of any counterfeit security to the appro- 
priate instrumentality and the appropriate law enforcement 
agency within one business day of such discovery. 


(4) Recovery. Every reporting institution shall report the 
recovery of finding of any security previously reported miss- 
ing, lost or stolen pursuant to this rule to the appropriate 
instrumentality within one business day of such recovery or 
finding. If a report of stolen securities was made to the 
appropriate law enforcement agency, a report of recovery 
shall also be made to such agency. Recovery may only be 
reported by the institution which reported the security as 
missing, lost or stolen. 


(5) Information to be Reported. All reports made pursuant to 


this section shall include, if applicable or available, the 
foliowing information with respect to each security: 


(i) issuer; 

(ii) Type of security and series; 
(iii) Date of issue: 

(iv) Maturity date; 

(v) Denomination; 


(vi) Interest rate; 
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(vii) Certificate number, including alphabetical prefix or 
suffix; 


(vill) Name in which registered; 

(ix) Distinguishing characteristics, if counterfeit; 
(x) Date of discovery of loss or recovery; 

(xi) CUSIP number; and 

(xii) FINS number. 


(6) Forms. All reports made pursuant to this section shall be 
made on Form X-17F-1A. 


(c) Required Inquiries. (1) Every reporting institution shall 
inquire of the appropriate instrumentality with respect to every 
security which comes into its possession or keeping, whether 
by pledge, transfer, or otherwise, to ascertain whether such 
security has been reported as missing, lost, counterfeit or 
stolen, unless 


(i) the security is received directly from the issuer or 
issuing agent at issuance; 


(ii) the security is received from another reporting 
institution or Federal Reserve Bank in its capacity as 
fiscal agent: 


(iii) the security is received from a customer of the 
reporting institution and is registered in the name of 
such customer or its nominee. 


(2) Form of Inquiry. Inquiries shall be made in such manner 
as prescribed by the appropriate instrumenatlity. 


(d) Permissive Reports and Inquiries. Every reporting institu- 
tion may report to or inquire of the appropriate instrumentality 
with respect to any security not otherwise required by this 
section to be the subject of a report or inquiry. The Commis- 
sion on written request or upon its own motion may permit 
reports to and inquiries of the system by any other person or 
entity upon such terms and conditions as it deems appropri- 
ate and necessary in the public interest and for the protection 
of investors. 





Appendix—Criteria for a Lost and Stolen Securities Reporting 
and Inquity System 


The Commission suggests that those persons interested in 
serving as the Commission's designee for reporting and 
inquiry under Section 240.17f-1 should include the foilowing 
criteria in plans which they may choose to submit. While the 
Commission believes that this program may be best imple- 
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mented by a system containing the following characteristics, 
the Commission encourages the submission of any plan 
which would implement Section 240.17f-1 in an efficient 
manner. 


Designee’s Functions 


The designee will perform certain functions under the Com- 
mission's direction. It is contemplated that the designee will 
operate a manual, computer assisted system. 


The designee will collect reports of instances of lost or stolen 
securities and maintain such information on microfilm or 
similar means. Such reports will be maintained on a current 
basis. Reports should be capable of being received by means 
of telephone, the mails or telex. 


Similarly, the designee will receive inquiries by means of 
telephone, the mails or telex, and answer such inquiries 
promptly. The designee shall send hard copy confirmations to 
the inquiring institution concerning each inquiry. 


It is contemplated that the designee will process approxi- 
mately 10,000 reports and inquiries daily. 


General Considerations 


The immobilization and elimination of securities certificates 
will greatly diminish the lost and stolen securities problem. 
Accordingly, the start-up costs of any system to implement 
Section 240.17f-1 should be as low as possible. 


The “reporting institutions” subject to Rule 17f-1 will encom- 
pass entities of differing sizes, geographic locations and 
frequently of contact with the system. Consequently, the 
system should have sufficient flexibility to deal with these 
institutions as their needs require. This flexibility should entail 
different means of communication, ranging from the use of 
the mails for low volume users to automatic input and 
retrieval for the high volume entities. 


Submissions should also address equitable means of allocat- 
ing the costs of the system among the participants. Finally 
not only the cost of operating the system, but compliance 
costs to participants should be considered in the design of a 
system. 


Reporting Considerations 


The system should be capable of receiving reports by 
telephone and the mails as well as eiectronic means. The 
system should verify that the reporting entity is an authorized 
subscriber. The system should have the capacity to inicude 
reports into its lost and stolen securiiies file promptly and to 
generate a hard copy confirmation to ihe person making the 
report and to the transfer agent concerned. 


The system should also contain procedures for removing 


such reports when the security is recovered by the reporting 
institution. : 


Inquiry Considerations 


The system should have the flexibility to answer inquiries in a 
variety of ways including by telephone, by mail and by 
electronic means. The system should initially verify that the 
person making inquiry is an authorized subscriber. The 
system should be able to respond to the inquiry promptly and 
to provide the inquirer with a hard copy confirmation. 


The system should have the capacity to store a record. of 
inquiries. Such records should be capable of being retrieved 
by the name of the subscriber as well as the particular 
security. 


Other Considerations 


The system should be capable of handling fluctuations in 
volume of reports and inquiries without loss of efficiency. All 
proposed systems should include estimates of the cost of 
implementation, the amount of time necessary to initiate the 
system, the cost of operation, the method of billing subscri- 
bers and allocation of the costs of the system among 
subscribers. 


In making a designation for the purposes of the pilot program, 
the Commission will consider the following factors among 
others: the cost of implementing the system, the amount of 
time necessary to initiate the system, the cost of operation, 
the cost of compliance to reporting institutions, the compatibil- 
ity of the system with existing securities information systems, 
the ability of the system to respond to fluctuations in reporting 
and inquiry volume in an efficient manner, the experience of 
designee in managing similar programs, and the method of 
allocating cosis and billing subscribers. 


The Commission has solicited comments regarding the desir- 
ability of appointing an advisory committee to advise the 
Commission on the conduct of the lost and stolen securities 
pilot program. If such an advisory committee is appointed, it is 
anticipated that the committee will advise the Commission 
regarding the performance of the designee during the pilot 
program and make recommendations concerning the ap- 
pointment of an entity on a permanent basis 








SECURITIES EXCHANGE ACT OF 1934 
Release No. 13054/December 10, 1976 


The Securities and Exchange Commission announced that 
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the specified securities of the following companies have 
become listed on the following stock exchanges: 


Pacific Stock Exchange—\IHOP Corp., common stock, 
$1 par value (effective as of November 28, 1976) 


New York Stock Exchange—Bundy Corporation, com- 
mon stock, $5 par value (effective as of December 1, 
1976) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13055/December 10, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5780/December 10, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13056/December 10, 1976 


Means of Improving Disclosure by Certain Foreign Private 
Issuers 


The Securities and Exchange Commission today announced 
that it is soliciting the views of the public concerning means of 
improving the disclosure presently required by Forms 20 [17 
CFR 249.220] and 20-K [17 CFR 249.320] under the Securi- 
ties Exchange Act of 1934 (the “Exchange Act’) [15 U.S.C. 
78a et seq., as amended by Pub. L. No. 94-29 (June 4, 
1975)]. Forms 20 and 20-K are the registration and annual 
reporting forms, respectively, authorized for use by certain 
foreign private issuers under the Exchange Act. The Commis- 
sion is considering the possibility of publishing for further 
comment proposals to make filings on Forms 20 and 20-K 
substantially similar in content to filings on Forms 10[17 CFR 
249.210] and 10-K [17 CFR 249.310] authorized for use by 
domestic and certain other North American issuers. 


The theory has been advanced that arnendments of this 
nature might not only make more meaningful the information 
ava.able to investors concerning foreign issuers, but also 
improve the domestic market for foreign securities and 
thereby facilitate the free flow of capital among nations. It has 
also been suggested that amendments of this type might 
reduce, to an extent, any competitive disadvantages reporting 
domestic issuers possibly suffer in relation to reporting for- 
eign issuers. In addition, certain subsidiary benefits could 
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result under the Commission's integration concept. For exam- 
ple, rights offerings by foreign issuers to their United States 
shareholders might be facilitated by the use of a short form 
registration statement under the Securities Act of 1933 (the 
“Securities Act’) [15 U.S.C. 77a et seq., as amended by Pub 
L. No. 94-29 (June 4, 1975)] such as Form S-16 [17 CFR 
239.27] which could include, by reference, the information 
disclosed in Form 20-K filings if that reporting form were to be 
amended to require more meaningful disciosure.' 


Forms 20 and 20-K, which were last amended in 1967, 
presently require substantially less information than is re- 
quired of domestic issuers filing Forms 10 and 10-K. Form 20 
presently requires disclosure of information concerning coun- 
try of incorporation; ownership and contro!; the general 
character of business and any substantial changes therein 
which have occurred during tiic preceding five years; the 
character and location of the principal plants and other 
important units; the capital shares, funded debt and other 
securities to be registered; exchange controls; directors’ and 
officers’ compensation; and the financial statements, sched- 
ules and accountants’ certificates which would be required if 
the report were filed on Form 10-K. The required financial 
disclosures include a comparative balance sheet for the latest 
and the preceding fiscal year, a statement of income for the 
last three years, a statement of source and application of 
funds, and usually a statement of stockholders’ equity and 
supplementary profit and loss statement. Such financial state- 
ments are not required to be reconciled with the Commis- 
sion’s Reguiation S-X {17 CFR Part 210], but any material 
variation in accounting principles or practices from the re- 
quirements of that Regulation must be disclosed and, to the 
extent practicable, the effect of such variation must be given. 


Form 20-K is the annua! reporting form required to be filed by 
each foreign issuer which has registered equity securities 
under the Exchange Act on Form 20 or which has a reporting 
obligation resulting from a prior effective registration state- 
ment under the Securities Act. Form 20-K requires foreign 
issuers to report 2nnually only the changes and modifications 
in any of the abc ve information previously reported, and to file 
current certified financial statements of the character de- 
scribed above. 


The Commission's continual efforts to improve disclosures to 
investors have resulted in material amendments to Forms 10 
and 10-K in the past severa! years. Registrants must provide 
in both forms a description of the business in which the issuer 
presentiy engages or intends to engage. This includes, for 
each of the preceding five fiscal years, the revenues and 
income attributable to separate material lines of business or 
classes of similar products. 'f material, the description of 
business includes: (a) competitive conditions in the industry 
and the registrant's position; (b) dependency on a single 
customer or a few customers; (c) backlog; (d} source and 
availability of raw materials; (e) importance of patents, trade- 
marks, licenses, franchises and concessions; (f}) expenditures 
on, and employees engaged in, research and development 
and description of new products; (g) effects and cost of 
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compliance with environmental laws; (h) number of employ- 
ees; and (i) seasonal aspects of the business. The registrant 
must also disclose its foreign operations (outside of its 
country of incorporation) and must give a description of all 
material properties and oil and gas reserves. 


The registrant must also include in Forms 10 and 10-K a 
description of parents and subsidiaries; principal security 
holders and the security holdings of directors and officers as 
a group; name and family relationships between directors and 
executive officers and petitions in bankruptcy by, and criminal 
indictments or certain injunctions against, directors and exec- 
utive officers; remuneration of, retirement benefits set aside 
for, and options granted to, officers and directors, naming 
them individually where the direct remuneration payments 
exceed $40,000 per annum; interest of management and 
affiliates thereof in transactions involving the registrant; and 
pending material litigation. Further, registrants must provide 
in Forms 10 and 10-K not only the financial statements 
indicated above but also a five year summary of operations 
which is accompanied by management's analysis of material 
changes disclosed therein. 


The Commission is interested in being app‘ised of the views 
or comments of interested persons with respect to possible 
expansion of the disclosure requirements of the foreign 
registration and reporting forms. Of particular interest are any 
views concerning the desirability, feasibility, and potential 
impact of such measures on the United States domestic 
markets for foreign securities, including the reaction of foreign 
issuers, Organizations, and governments to any possibly 
increased disclosure burdens. The Commission is particularly 
concerned about the ability of foreign issuers presently to 
comply with substantially the same annual reporting require- 
ments imposed on domestic issuers and whether such re- 
quirements would result in foreign issuers not using our 
markets. The public's views will be helpful to the Commission 
in considering the appropriate approach to be used with 
respect to disclosure by foreign issuers which have used the 
United States markets or which contemplate using those 
markets in the future. The Commission specifically invites 
comment from individual investors, publicly owned domestic 
and foreign companies, interested professionals, members of 
the investment community, members of the academic com- 
munity, the financial media, and related associations, as well 
as from members of the general public. 


The Commission requests that all interested persons submit 
their written views, in triplicate, to George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, Washing- 
ton, D. C. 20549, on or before February 28, 1977. Such 
communications should refer to File S7-661 and will be 
available for public inspection at the Commission's Public 
Reference Room, 1100 L Street, N. W., Washington, D. C. 
20549. . Any definitive proposals to amend the disclosure 
requirements applicable to foreign issuers will, of course, be 
published for comment. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘Form S-16 may be used for the registration of securities 
offered in specified transactions if the issuer meets also the 
requirements for the use of Form S-7 [17 CFR 239.26]. In 
general, Form S-7 is available for use by issuers which, in 
addition to certain other requirements. file reports with the 
Commission pursuant to the Exchange Act. These reports 
are specifically incorporated into the prospectus on Form S- 
16, even where such reports are filed after the effective date 
of the registration statement, so as to maintain current 


disclosure of the issuer's status during the term of the 
offering. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13057/December 10, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5781/December 10, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13058/December 10, 1976 


In the Matter of 


PACIFIC STOCK EXCHANGE INCORPORATED 
618 South Spring Street 
Los Angeles, California 90014 


(SR-PSE-76-37) 


NOTICE OF FILING OF PROPOSED RULE CHANGE AND 
ORDER APPROVING PROPOSED RULE CHANGE 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act’). as amended by 
Pub. L. No. 94-29, § 16 (June 4, 1975) notice is hereby given 
that on December 9, 1976, the Pacific Stock Exchange 
Incorporated (“PSE”) filed with the Commission copies of a 
proposed rule change. The proposed rule change amends 
PSE Rule VI, Sections 12 and 13, to provide new standards 
for the approval and withdrawal of approval of securities 
underlying exchange listed options. The substance of the 
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proposed rule change is as follows: 


The initial listing standards of PSE Section 12 require in 
substance that issuers of securities underlying exchange 
options have earned at least $1,000,000 in three of the last 
four fiscal years, including the immediately preceding fiscal 
year, that they have complied for the most recent three fiscal 
years with reporting requirements (including timeliness) of 
Sections 13 and 14 of the Act; and that neither the company 
nor any of its significant subsidiaries have had a default 
during such three years. Further, they require for the underly- 
ing security an 8,000,000 share float, 10,000 shareholders, 
trading volume of 2,000,000 shares in each of the two 
preceding calendar years, and a minimum price per share of 
$10.00 each day within the six months preceding approval of 
such security for options transactions. 


PSE Section 13 requires for continued approval of an under- 
lying security for option transactions that the underlying 
security have a 7.2 million share float, 9,000 shareholders, 
and 1.8 million shares traded in the preceding fiscal year. The 
delisting process will also commence when the price per 
share of the underlying security is below $10.00 per share on 
the majority of busines days in any six month period with no 
new series introduced so long as the underlying security is 
below $7.50 per share. Further, there will be a minimum 
strike price of $10.00 per share. In the event the delisting 
procedure is triggered, the underlying security would have to 
return to standards for original listing before its option could 
be reinstated. For purposes of maintenance listing, such 
issuers must have earned a minimum of $250,000 in three of 
the last four fiscal years, be no more than 30 days deliquent 
(after exhausting all extensions) in meeting the reporting 
requirements of Sections 13 and 14 of the Act and have 
cured any default within six months of the date on which it 
occurred. 


Publication of notice of the proposed rule change is expected 
to be made in the Federal Register during the week of 
December 13, 1976. Interested persons are invited to submit 
written data, views and arguments concerning the proposed 
rule change. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of Commis- 
sion, Securities and Exchange Commission, 500 North Capi- 
tol Street, Washington, D. C. 20549. Reference should be 
made to File No. SR-PSE-76-37. 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 and 
the rules and regulations thereunder. 


The PSE proposal is along the lines of similar proposals of 
the Chicago Board Options Exchange, Inc. (“CBOE”) and the 
American Stock Exchange, Inc. (‘Amex’), variations of which 
proposals were published on five separate occasions with no 
comments having been received from anyone other than the 
exchanges involved. ' 
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The Commission has recently approved proposals by the 
CBOE, Amex and Midwest Stock Exchange, Incorporated 
which are substantively identical to the present PSE pro- 
posal.? Since in the Commission's view, the rules of these 
exchanges represent appropriate minimum standards for the 
approval and withdrawal of approval of securities underlying 
options and in order to promote uniformity among the ex- 
changes with respect to such standards, tical nature of the 
PSE proposals to those of the other exchanges which have 
been previously published, the Commission finds good cause 
for approving the proposed rule change prior to the thirtieth 
day after the date of publication of notice of filing thereof. 


The Commission having considered this proposed rule 
change on December 9, 1976, IT IS THEREFORE OR- 
DERED, pursuant to Section 19(b)(2) of the Act, that the 
proposed rule change referenced above be, and it hereby is 
approved, effective December 9, 1976. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





' See Files No. SR-CBOE-76-6, Securities Exchange Act 
(“SEA”) Release No. 12178 (March 8, 1976), 41 Fed. Reg. 
10974 (March 15, 1976); Amendment 4 to SR-CBOE :76-6, 
SEA Release No. 12540 (June 11, 1976), 41 Fed. Reg. 
24782 (June 18, 1976); SR-CBOE-76-18, SEA Release No. 
12768 (September 9, 1976), 41 Fed Reg. 39108 (September 
14, 1976); SR-Amex-76-21, SEA Release No. 12819 (Sep- 
tember 21, 1976), 41 Fed. Reg. 43478 (October 1, 1976); 
and SR-MSE-76-21, SEA Release No. 12881 (October 12, 
1976), 41 Fed. Reg. 45921 (October 18, 1976). 


2 See approval orders for Files No. SR-CBOE-76-18, SEA 
Release No. 13050 (December 9, 1976); SR-Amex-76-21, 
SEA Release No. 13051 (December 9, 1976); and SR-MSE- 
76-21, SEA Release No. 13045 (December 8, 1976). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13059/December 13, 1976 


ADMINISTRATIVE PROCEEDING FILE NO. 3-5120 
In the Matter of 
RFI, INC., 


successor by merger to 
RIXSON-FIREMARK, INC. 




















| 
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Application pursuant to Section 12(h) 


The Securities and Exchange Commission has issued a 
notice giving interested persons until January 3, 1977 to 
request a hearing on an application by RFI, Inc. (the “Appli- 
cant’), as successor by merger to Rixson-Firemark, Inc., 
pursuant to Section 12(h) of the Securities Exchange Act of 
1934 for an order exempting the Applicant from filing with 
respect to Rixson an annual report on Form 10-K for the year 
ended March 31, 1976, required to be filed pursuant to 
Sections 13 and 15(d) of that Act. 


Rixson was merged into RFI, Inc., a wholly-owned subsidiary 
of Conrac Corporation. There is no longer any trading activity 
of Rixson’s securities. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13060/December 13, 1976 


Administrative Proceeding File No. 3-5101 
in the Matter of 


INTERNATIONAL FUNERAL SERVICES OF CALIFORNIA, 
INC. 


NOTICE OF APPLICATION PURSUANT TO SECTION 12(h) 
OF THE SECURITIES EXCHANGE ACT OF 1934 AND 
OPPORTUNITY FOR HEARING 


The Securities and Exchange Commission has issued a 
notice giving interested persons until January 3, 1977 to 
request a hearing on an Application by International Funeral 
Services of California, Inc. (“Applicant”), a wholly-owned 
subsidiary of International Funeral Services, Inc. pursuant to 
Section 12(h) of the Securities Exchange Act of 1934, for an 
order exempting the Applicant from the reporting require- 
ments of Sections 13 and 15(d) of that Act. 


Applicant, an lowa corporation, is presently engaged in the 
operation of funeral homes and related establishments, all of 
which are located within the State of California. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13061/December 13, 1976 


* Administrative Proceeding File No. 3-5100 


In the Matter of 


NN INVESTORS LIFE INSURANCE COMPANY, INC. 


(81-212) 


ORDER GRANTING APPLICATION PURSUANT TO SEC- 
TION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued an 
order granting the application of NN Investors Life Insurance 
Company, Inc., a Wisconsin corporation, under Section 12(h) 
of the Securities Exchange Act of 1934 (the “1934 Act”) for 
an exemption from the reporting requirements of Section 13 
of the 1934 Act. It appears to the Commission that the 
requested exemption is not inconsistent with the public 
interest or the protection of investors because the applicant is 
now a wholly-owned subsidiary of Life Investors Inc. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13062/December 13, 1976 


Administrative Proceeding File No. 3-5107 
In the Matter of 


ANCHOR COUPLING CO. INC. 


(81-218) 


Order Granting Application Pursuant to Section 12(h) of the 
1934 Act 


The Securities and Exchange Commission has issued an 
order granting the Application of Anchor Coupling Co. Inc. 
(the “Applicant”) pursuant to Section 12(h) of the Securities 
Exchange Act of 1934 (the “1934 Act’) for an order exempt- 
ing the Applicant from the requirements of Sections 12(g), 13, 
14, and 15(d) of the 1934 Act. As a result of a cash tender 
offer and subsequent purchases, Amerace Corporation has 
acquired more than ninety-nine percent of the Applicant's 
common shares and the number of the Applicant's sharehoid- 
ers is now fewer than three hundred. It therefore appears to 
the Commission that the requested exemption is not incon- 
sistent with the public interest or the protection of investors. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13063/December 13, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS EXCHANGE File No. SR- 
CBOE-76-23 


The Chicago Board Options Exchange, Inc. submitted on 
December 6, 1976 a proposed rule change under Rule 19b-4 
to revise its arbitration procedures. 


Publication of the submission is expected to be made in the 
Federal Register during the week of December 13, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission within 
21 days from the date of publication in the Federa! Register. 
Persons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Securi- 
ties and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to File 
No. SR-CBOE- 76-23. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N. W., 
Washington, D. C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13064/December 13, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 1934 
(“Exchange Act’) the single ten day suspension of exchange 
and over-the-counter trading for the period commencing at 
10:00 a.m. (EST) on December 13, 1976 and terminating a 
midnight (EST) on December 22, 1976. of the securities of 
the following Issues: 


Penn Central Company 

Penn Central Transportation Company 
New York Centra! Railroad Company 
Beech Creek Railroad Company 
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Cleveland and Pittsburgh Railroad Comapny 
Cleveland-Cincinnati-Chicago & St. Louis Railway Company 
Connecting Railway Company 

Delaware Railroad Company 

Detroit Manufacturers Railraod 

Elmira and Williamsport Railroad Company 

Erie and Pittsburgh Railroad Company 

Little Miami Railroad Company 

Mahoning Coal Railroad Company 

Michigan Central Railroad Company 

New York and Harlem Railroad Company 

New York Connecting Railroad Company 

New York-New Haven & Hartford Railroad Company 
Northern Central Railway Company 

Peoria and Eastern Railway Company 

Philadelphia and Trenton Railroad Company 

Philadelphia Baltimore and Washington Railroad Company 
Pittsburgh-Cincinnati-Chicago and St. Louis Railroad Com- 
pany 

Pittsburgh-Ft. Wayne and Chicago Railway Company 
Pittsburgh-Youngstown and Asthabula Railway Company 
United New Jersey Railroad and Canal Company 


The Commission ordered the suspension of trading in the 
aforementioned securities at the request of these companies 
pending announcement by Penn Central Transportation 
Company of its proposed plan of reorganization. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should carefully consider 
the foregoing information along with ali other currently availa- 
ble information and any information subsequentiy issued by 
the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with all 
of the provisions of said rule. If any broker or dealer has any 
questions as to whether or not he has complied with said 
rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in Washing- 
ton, D. C. If any borker or dealer is uncertain as to what is 
required by Rule 15c2-11, he should refrain from entering 
quotations relating to the securities in question until such time 
as he has familiarized himself with said rule and is certain 
that all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said rule, 
the Commission will consider the need for prompt enforce- 
ment action. 


If any person adversely affected by such suspension or who 
would be adversely affected by the renewal of the suspension 
desires to show that such suspension is not necessary in the 
public interest or for the protection of investors, such person 
may petition the Commission that it not renew the suspen- 
sion. Such petition should be filed with the Commission in 
accordance with the procedure set forth in Securities Ex- 
change Act Release No. 12361 dated April 22, 1976. 











! 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13065/December 14, 1976 


In the Matter of 


MIDWEST STOCK EXCHANGE 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-76-23) 
ORDER APPROVING PROPOSED RULE CHANGE 


On October 15, 1976, the Midwest Stock Exchange (“MSE”) 
filed with the Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the “Act’), as amended by 
the Securities Acts Amendments of 1975, and Rule 91b-4 
thereunder, copies of a proposed rule change. The proposed 
rule change amended the MSE’s trading hours rule to reflect 
a concurrently proposed rule change (SR-MSE-76-22) which 
rescinded the prohibition against a specialist from executing 
orders out of the primary market range. 


Notice of the proposed rule change together with the terms of 
substance of the proposed rule change was given by publica- 
tion of a Commission Release (Securities Exchange Act 
Releaste No. 12918, (October 22, 1976)) and by publication 


in the Federal Register (41 Fed. Reg. 48008 (November 1, 
1976)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes and in particular, the requirements of Section 6 and 
the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the 
Commission on October 15, 1976, be, and it hereby is, 
approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13066/December 14, 1976 


In the Matter of 


MIDWEST STOCK EXCHANGE 
120 South LaSalle Street 
Chicago, Illinois 60603 


(SR-MSE-76-22) 
ORDER APPROVING PROPOSED RULE CHANGE 


On October 15, 1976, the Midwest Stock Exchange filed with 
the Commission, pursuant to Section 19(b) of the Securities 
Exchange Act of 1934 (the “Act’), as amended by the 
Securities Acts Amendments of 1975, and Rule 19b-4 there- 
under, copies of a proposed rule change. The proposed rule 
change rescinded a prohibition against a specialist from 
executing orders out of the primary market range. 


Notice of the proposed rule change together with the terms of 
substance of the proposed rule change was given by publica- 
tion of a Commission Release (Securities Exchange Act 
Release No. 12917, (October 22, 1976)) and by publication in 
the Federal Register (41 Fed. Reg. 48008, (November 1, 
1976)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules and 
regulations thereunder applicable to nationa! securities ex- 
changes, and in particular, the requirements of Section 6 and 
the rules and regulations thereunder. 


IT iS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the 
Commission on October 15, 1976, be, and it hereby is, 
approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13067/December 14, 1976 


Admin. Proc. File No. 3-5134 

In the Matter of 

PETE BAILEY ASSOCIATES, INC., and 
PETE BAILEY, JR. 


4380 Gwinn Drive 
Norcross, Georgia 30071 
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ORDER INSTITUTING PROCEEDINGS AND !MPOSING 
REMEDIAL SANCTIONS 


In connection with a proposed administrative proceeding, 
Pete Bailey Associates, Inc., a securities broker-dealer and 
Pete Bailey, Jr., president of that broker-dealer, have submit- 
ted offers of settlement which the Commission has deter- 
mined to accept. Solely for the purpose of these proceedings 
and any other proceedings brought by the Commission 
based on the allegations of the proposed Order, and, without 
admitting or denying the finding herein, respondents consent 
to the finding and sanctions set forth below. 


Accordingly, IT IS ORDERED that proceedings pursuant to 
Section 15(b) of the Securities Exchange Act be, and they 
hereby are, instituted. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that Respondent Pete Bailey Associ- 
ates, Inc. willfully violated and that Respondent Pete Bailey, 
Jr. willfully aided and abetted violations of Sections 15(a) and 
17(a) of the Securities Exchange Act of 1934 and Rule 17a-3 
thereunder. 


In view of the foregoing, it is in the public interest to impose 
the sanctions specified in the offers of settlement. 


Accordingly, IT IS ORDERED that Pete Bailey Associates, 
Inc. be, and hereby is, suspended from association with any 
broker or dealer for a period of one year from the second 
Monday fotlowing the date of this order, and it is further 


ORDERED that Pete Bailey, Jr. be, and he hereby is, 
suspended from association with any broker or dealer for a 
period of one year from the second Monday following the 
date of this order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13068/December 14, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5782/December 14, 1976 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13069/December 14, 1976 


Admin. Proc. File No. 315135 
In the Matter of 


ROBERT DeCANIO 
249 East 48th St., New York, New York 


SHELDON WILSHINSKY 
2 Tudor Place, New York, New York 


ORDER INSTITUTING PROCEEDINGS, FINDINGS AND 
ORDER OF THE COMMISSION 


The Commission deems it appropriate that proceedings be 
instituted with respect to Robert DeCanio (“DeCanio”) and 
Sheldon Wilshinsky (““Wilshinsky”) pursuant to Sections 15(b) 
and 19(h) of the Securities Exchange Act of 1934 (“Exchange 
Act’) to determine whether DeCanio and Wilshinsky wilfully 
violated and wilfully aided and abetted violations of Section 
17(a) of the Securities Act of 1933 (“Securities Act”) and 
Section 10(b) of the Exchange Act and Rule 10b-5 thereun- 
der, in connection with the offer, purchase and sale of the 
common stock of Tucker Drilling Company, Inc. 


Simultaneously with the institution of these proceedings, 
DeCanio and Wilshinsky have submitted offers of settlement 
for the purpose of disposing of the issues raised in these 
proceedings. Under the terms of their offers of settlement, 
DeCanio and Wilshinsky, solely for the purpose of these 
proceedings, without admitting or denying any of the findings 
set forth herein, consent to the Findings and Order of the 
Commission. 


On the basis of the Order for Proceedings and the offers of 
settlement, it is found that DeCanio and Wilshinsky wilfully 
violated and wilfully aided and abetted violations of Section 
17(a) of the Securities Act and Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder. 


In view of the foregoing, it is in the public interest to accept 
the offers of settlement of DeCanio and Wilshinsky and 
accordingly, IT |S ORDERED that such proceedings be, and 
they are, instituted. 


IT 1S FURTHER ORDERED that: 


(1) Robert DeCanio be, and hereby is, suspended from 
association with any broker, dealer or investment com- 
pany for a period of sixty (60) days; and 


(2) Sheldon Wilshinsky be, and hereby is, suspended 
from association with any broker, dealer or investment 
company for a period of sixty (60) days. 


This Order is to take effect at the opening of business on the 
second Monday after the date of this Order. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13070/December 14, 1976 


In the Matter of 


STATE OF NORTH DAKOTA 
doing business as the 

BANK OF NORTH DAKOTA 
700 East Main 

Bismark, North Dakota 58505 


Securities Exchange Act of 1934 
Section 15B(a)(4) 


NOTICE OF APPLICATION 


NOTICE iS HEREBY GIVEN that the State of North Dakota, 
doing business as the Bank of North Dakota (the “Bank’) has 
applied, pursuant to Section 15B(a)(4) of the Securities 
Exchange Act of 1934 (the “Act’), for an exemption from 
Section 15B and the rules and regulation thereunder 


Section 15B(a)(4) of the Act provides that the Commission 
may exempt conditionally or unconditionally any broker, 
dealer, or m»:nicipal securities dealer from any provision of 
Section 15B or the rules or regulations thereunder if it finds 
that such exemption is consistent with the public interest, the 
protection of investors and the purposes of the section. 


The Bank engages in the business of buying and selling 
municipal securities for its own account, other than in a 
fiduciary capacity, and is, therefore, a municipal securities 
dealer within the meaning of Section 3(a)(30) of the Act. The 
Bank is, however, entirely state-owned and purchases small 
issues of North Dakota municipal securities, which it then 
resells substantially without profit. 


NOTICE IS FURTHER GIVEN that any interested person 
may submit to the Commission not later than January 30, 
1977 in writing any views or substantial facts bearing on this 
application. Any such communication should be addressed to 
the Secretary, Securities and Exchange Commission, 500 
North Capitol Street, N.W., Washington, D. C. 20549 and 
should refer to File No. S7-664. Copies of the application and 
of all written submissions will be available for inspection and 
copying in the Public Reference Room of the Securities and 
Exchange Commission. 1100 L Street N.W., Washington. 


D. C. An order granting the application may be issued any 
time after January 30, 1977 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13071/December 14, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PHILADELPHIA STOCK EXCHANGE, INCORPORATED 


File No. SR-PHLX-76-18 


The Philadelphia Stock Exchange, Incorporated (“PHLX”) 
submitted on November 29, 1976 a proposed rule change 
under Rule 19b-4 to increase the number of option calsses 
listed on the PHLX from forty to seventy classes. 


Publication of the submission is expected to be made in the 
Federal Register during the week of December 20, 1976. In 
order to assist the Commission to determine whether to 
approve the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be 
disapproved, interested persons are invited to submit written 
data, views and arguments concerning the submission within 
30 days from the date of publication in the Federa/ Register. 
Persons desiring to make written submissions should file six 
copies thereof with the Secretary of the Commission, Securi- 
ties and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to File 
No. SR-PHLX-76-18. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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-SECURITIES EXCHANGE ACT OF 1934 
Release No. 13072/December 15, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5783/December 15, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13073/December 15, 1976 


The Securities and Exchange Commission has issued an 
order pursuant to Sections 12(f) and 23(a) of the Securities 
Exchange Act of 1934 granting the application of The Ameri- 
can Stock Exchange, Inc. for a determination that the Ameri- 
can Depositary Receipts for Ordinary shares, par value 25 
pence and the American Depositary Receipts for Deferred 
Ordinary shares, par value 25 pence of B.A.T. Industries, Ltd. 
are substantially equivalent to the American Depositary Re- 
ceipts for the Ordinary Bearer shares and the American 
Depositary Receipts for the Ordinary Registered shares of 
British-American Tobacco Company Limited heretofore ad- 
mitted to unlisted privileges. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 13074/December 15, 1976 


The Securities and Exchange Commission has issued orders 
pursuant to Section 12(d) of the Securities Exchange Act of 
1934 granting the applications of the following companies to 
list the specified securities on the New York Stock Exchange, 
Inc.—Arco Pipe Line Co., 7-'/2% guaranteed notes, due 1982 
and 7-3/4% guaranteed notes, due 1986 (effective as of 
November 22, 1976); First City Bancorporation of Texas, Inc., 
common stock, par value $6.50 per share; General Motors 
Acceptance Corp., 8-'/s% debentures, due October 15, 1996; 
Hoover Ball and Bearing Co., common stock, $1.00 per share 
and 8-3/g% sinking fund debentures, due April 1, 1996; and 
Michigan Wisconsin Pipe Line Co., $2.12 cumulative pre- 
ferred stock (all effective as of November 29, 1976); Cleve- 
pak Corp., common stock, $1 par value; and European 
Economic Community, 7-3/4% notes, due 1981 (both effective 
as of December 2, 1976). 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 13075/December 15, 1976 


In the Matter of 


AMERICAN STOCK EXCHANGE, INC. 
86 Trinity Place 
New York, New York 10006 


(SR-Amex-76-25) 
ORDER APPROVING PROPOSED RULE CHANGE 


On October 21, 1976, the American Stock Exchange, Inc. 
filed with the Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the “Act’’), as amended by 
the Securities Acts Amendments of 1975, and Rule 19b-4 
thereunder, copies of a proposed rule change. The rule 
change requires specialists to disclose in certain situations 
the names of buying and selling member organizations in 
completed Exchange transactions in their specialist securi- 
ties. 


Notice of the proposed rule change together with the terms of 
substance of the proposed rule change was given by publica- 
tion of a Commission Release (Securities Exchange Act 
Release No. 12936, (October 29, 1976)) and by publication in 
the Federal Register (41 Fed. Reg. 48822 (November 5, 
1976)). 


The Commission finds that the proposed rule change is 
consistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6, and 
the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the 
Commission on October 21, 1976, be, and it hereby is, 
approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








PUBLIC UTILITY HOLDING COMPANY ACT OF 
1935 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19802/December 10, 1976 























SEE 


SECURITIES ACT OF 1933 
Release No. 5780/December 10, 1976 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19803/December 10, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5781/December 10, 1976 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19804/December 10, 1976 


In the Matter of 


NEW ENGLAND POWER COMPANY 
20 Turnpike Road 
Westborough, Massachusetts 01581 


(70-5937) 


NOTICE OF PROPOSED EXECUTION AND DELIVERY OF 
GENERAL AND REFUNDING MORTGAGE INDENTURE, 
PROPOSED ISSUE AND SALE OF GENERAL AND RE- 
FUNDING BONDS AT COMPETITIVE -BIDDING AND 
PLEDGE OF FIRST MORTGAGE BONDS TO GENERAL 
AND REFUNDING MORTGAGE TRUSTEE 


NOTICE IS HEREBY GIVEN that New England Power 
Company (“NEPCO’), an electric utility subsidiary company 
of New England Electric System, a registered holding com- 
pany, has filed an application-declaration, and an amendment 
thereto, with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”) designating Sections 
6(b), 9(a), 10 and 12 of the Act and Rules 42 and 50 
promulgated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the application- 
declaration, as amended, which is summarized below, for a 
complete statement of the proposed transactions. 


NEPCO proposes to execute and deliver to New England 
Merchants National Bank, as Trustee (‘Trustee’), a General 
and Refunding Mortgage Indenture and Deed of Trust to be 
dated as of January 1, 1977 (“G&R Indenture”) and to issue 
and sell $50,000,000 principal amount of general and refund- 


ing bonds, Series A (‘Series A bonds’) under the G&R 
Indenture. The Series A bonds will bear interest at such rate 
and will be sold at such price as will be determined by 
competitive bidding. Bids will specify the interest rate (which 
shall be a multiple of '/s of 1%) and the price (which shall be 
not less than 100% nor more than 1023/4% of the principal 
amount of the Series A bonds). It is stated that if the winning 
bid's interest rate specified exceeds 10'/4% per annum, 
further orders of state commissions having jurisdiction will be 
necessary for NEPCO to accept the bid. NEPCO will notify 
prospective bidders not later than two business days prior to 
that time designated for submission of bids (i) the date the 
Series A bonds shall mature and (ii) whether or not the Series 
A bonds will be redeemable during the first five years of their 
term, or some lesser portion thereof, in connection with a 
refunding at a lesser effective interest cost to NEPCO. 


The Series A Bonds will be secured, together with all other 
G&R bonds hereafter issued, by a lien on the assets of 
NEPCO. This lien will be subordinate to the lien of the 
Indenture of Trust and First Mortgage dated as of November 
15, 1936 (‘first motigage indenture’), (ii) liens permitted by 
the G&R Indenture and (iii) property excepted by the G&R 
Indenture. G&R bonds will be further secured by first mort- 
gage bonds which NEPCO is obligated to issue and pledge 
with the G&R Trustee. First mortgage bonds will no longer be 
issued and sold to the public. 


G&R Indenture provisions relating to issuance of addi- 
tional G&R bonds provide, among other things, that when 
issuing G&R bonds against property additions or deposit of 
money, NEPCO must demonstrate that its net earnings for 
any 12 consecutive calendar months within the preceding 15 
calendar months are at least twice the annual interest 
charges on ali G&R bonds outstanding and applied for and 
on all equal or prior lien indebtness. Except in certain 
instances, no earnings test is required in connection with the 
refunding of a like amount of bonds. 


In connection with issue and sale of Series A Bonds, NEPCO 
proposes to issue up to $50,000,000 principal amount of 
additional first mortgage bonds, Series V. The Series V 
bonds will be issued under the first mortgage indenture, will 
be pledged to the G&R Indenture Trustee and will have the 
same interest rate and maturity as the Series A Bonds. The 
exact principal amount of the Series V bonds to be issued 
and pledged cannot be determined until the time the Series A 
Bonds are issued. This is because the G&R indenture 
requires that Series V Bonds be issued and pledged to the 
maximum amount permissible under the first mortgage inden- 
ture which has more restrictive requirements on the issuance 
of bonds than the G&R indenture. 


NEPCO states that it proposes to execute the G&R Indenture 
because it wishes to eliminate certain outmoded provisions in 
its present first mortgage indenture. One such provision 
restricts bondable property to property which has obtained all 
licenses and permits necessary for the operation of the 
property, thereby preventing the bonding of most new facili- 
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“ ties during construction. NEPCO states that this restriction 
restricts the construction of new facilities and increases the 
cost of their financing. To change this provision would require 
the approval of 80% of the present holders of NEPCO’s first 
mortgage bonds, and NEPCO states that it does not believe 
there is sufficient chance of success to incur the cost and 
time involved in seeking such approval. NEPCO further 
states that it wished to make other revisions to its old first 
mortgage indenture, such as modernizing the definition of 
additional property, net earnings and other provisions and 
making changes to reduce paperwork. 


In computing net earnings for purpose of interest coverage, 
the G&R Indenture (i) permits inclusion of equity in earnings 
of subsidiaries, (ii) excludes interest on other than bonded 
indebtedness and (iii) permits inclusion of non-operating 
income up to 10% of operating income. It is estimated that 
pro forma interest coverage computed under the first mort- 
gage indenture for the 12 months ended December 31, 1976, 
would have been 3.55 and under the G&R Indenture calcula- 
tion the coverage would have been 4.03. 


Based on property additions through September 30, 1976, 
the approximate net amount of additional property against 
which first mortgage bonds could be issued would be 
$9,300,000. As of the same date, the approximate amount of 
available net additional property against which G&R Bonds 
might be issued was $117,000,000. 


Proceeds from the sale of the Series A Bonds will be used to 
reduce outstanding short-term notes to NEPCO issued to pay 
for capitalizable expenditures and the refunding of NEPCO 
Series Q first mortgage bonds maturing on December 1, 
1976, or to reimburse its treasury therefore. It is expected that 
NEPCO will have approximately $86,000,000 in short-term 
notes outstanding at the time of the sale of the Series A 
Bonds. 


It is stated that the Massachusetts Department of Public 
Utilities, the New Hampshire Public Utilities Commission, the 
Vermont Public Service Board and the Connecticut Public 
Utilities Control Authority have jurisdiction over various as- 
pects of the proposed transactions. Fees and expenses to be 
incurred in connection with the proposed transactions are 
estimated at $165,000, including services provided at cost by 
New England Power Service Company of $45,000, printing 
costs of $48,000 and accountants’ fees of $10,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 5, 1977, request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, and reasons for such request, and the issues of fact 
or law raised by said application-declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such 
request should be addressed: Secretary, Securities and 
Exchange Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail upon the 
applicant-deciarant at the above-stated address and proof of 


1182/SEC DOCKET 


service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time after 
said date, the application-declaration, as it may be amended, 
may be granted and permitted to become effective as pro- 
vided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem 
appropriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19805/December 13, 1976 


In the Matter of 


THE CONNECTICUT LIGHT AND POWER COMPANY 
Berlin, Connecticut 


THE HARTFORD ELECTRIC LIGHT COMPANY 
Wethersfield, Connecticut 


WESTERN MASSACHUSETTS ELECTRIC COMPANY 
West Springfield, Massachusetts 


(70-5929) 


ORDER AUTHORIZING SALE OF INTEREST IN NUCLEAR 


FIRED GENERATING FACILITY; RESERVATION OF JU- 
RISDICTION 


The Connecticut Light and Power Company (“CL&P"), The 
Hartford Electric Light Company (“HELCO") and Western 
Massachusetts Electric Company (“WMECO’), all of which 
are wholly owned subsidiaries of Northeast Utilities, a regis- 
tered holding company, have filed a declaration and amend- 
ments thereto with this Commission pursuant to Section 12(d) 
of the Public Utility Holding Company Act of 1935 (“Act”) and 
Rule 44 promulgated thereunder as applicable to the pro- 
posed transactions. 


CL&P and WMECO own 8.61% and 4.63% interests, respec- 
tively, as tenants in common in Pilgrim Unit No. 2 (‘Pilgrim 
2"), a nuclear fired electric generating facility currently under 
construction in Plymouth, Massachusetts. Pilgrim 2 is jointly 























owned as tenants in common in accordance with specified 
percentage shares by ten utilities and two municipalities in 
the New England area. CL&P and WMECO propose to sell 
their entire interests in Pilgrim 2 to Massachusetts Municipal 
Wholesale Electric Company, Vermont Electric Cooperative, 
Inc., and the City of Taunton, Massachusetts Municipal 
Lighting Plant. The proposed sale is expected to occur in late 
1976 or early 1977 at a price equal to the total costs paid or 
accrued by CL&P and WMECO as of the transfer date, 
including carrying costs and property taxes. If the transfer 
were to occur on December 30, 1976, it is estimated that the 
consideration would be $11,000,000 for CL&P and 
$6,000,000 for WMECO. The present interests of CL&P and 
WMECO in Pilgrim 2 were purchased for $1,250,000 and 
$675,000, respectively, in November, 1974. The total costs 
paid or accrued by CL&P and WMECO as of August 31, 
1976, were approximately $8,500,000 and $4,500,000, re- 
spectively. 


CL&P, HELCO and WMECO own, respectively, 38.2%, 
20.2% and 13.8% undivided joint interests in Millstone Unit 
No. 3 (‘Millstone 3”), a nuclear fired electric generating unit 
presently under construction in Waterford, Connecticut. 
CL&P, HELCO and WMECO propose to sell interests of 
3.8%, 2.0% and 1.4%, respectively, in Millstone 3 to New 
England Power Company, Massachusetts Municipal Whole- 
sale Electric Company, United Illuminating Company and 
Vermont Electric Cooperative, Inc. The proposed sales are 
expected to occur in late 1976 at a price equal to the total 
costs paid or accrued by CL&P, HELCO and WMECO as of 
the transfer date, including carrying costs and property taxes. 
If the transfers were to occur on December 30, 1976, it is 
estimated that the consideration would be $13,000,000 for 
CL&P, $6,500,000 for HELCO and $4,500,000 for WMECO. 
The total costs, applicable to the interests to be sold, paid or 
accrued by CL&P, HELCO and WMECO as of August 31, 


1976, were approximately $10,700,000, $5,600,000 and 
$3,800,000, respectively. 


CL&P further proposes to sell its entire 12°o joint ownership 
interest in Seabrook Unit Nos. 1 and 2 (“Seabrook 1 and 2”) 
which are nuclear fired electric generating units presently 
under construction in Seabrook, New Hampshire. CL&P 
plans to sell its interests in Seabrook 1 and 2 to New England 
Power Company, Montaup Electric Company, New Bedford 
Gas and Edison Light Company and Central Maine Power 
Company. The proposed sale will occur in late 1976 or early 
1977 at a price equal to the total cost paid or accrued by 
CL&P as of the transfer date, including carrying costs and 
property taxes. If the transfer were to occur on December 30, 
1976, it is estimated that the consideration would be approxi- 
mately $19,000,000. CL&P’s total paid and accrued costs 
were approximately $12,500,000 as of August 31, 1976. 


The purchases by Massachusetts Municipal Wholesale Elec- 
tric Company (“MMWEC’”) of interests in Pilgrim 2 and 
Millstone 3 have been conditioned, in part, on MMWEC's 
entry into certain capacity exchange agreements with CL&P, 
HELCO and WMECO. As a result, the sales to MMWEC may 


be consummated in two separate transactions with the appli- 
cable part of the purchase being deferred until the specified 
condition is satisfied. In addition, all of the transfers of 
ownership interests are sucject to certain shareholder approv- 
als which must be obtained prior to the consummation of the 
proposed transactions. 


CL&P, HELCO and WMECO state that these interests in 
Pilgrim 2, Millstone 3 and Seabrook 1 and 2 are being sold in 
order to reduce the capital expenditure programs of the 
selling companies through the 1970's and to reduce revenue 
requirements as a result. It is further stated that the antici- 
pated benefits of the sales were weighed against the need for 
the generating capacity of the units being sold in meeting 
projected loads in the 1980's. It is stated that the consumma- 
tion of the proposed sales will achieve a better balance 
between the needs of the purchasing utilities and those of 
CL&P, HELCO and WMECO for base load nuclear capacity 
in the 1980's without impairing the ability of the selling utilities 
to meet forecasted load demands. 


The sales by CL&P and WMECO of their interests in Pilgrim 
2, by CL&P, HELCO and WMECO of their interests in 
Millstone 3 and by CL&P of its interest in Seabrook 1 and 2 
have been approved by the Connecticut Public Utilities 
Contro! Authority. The New Hampshire Public Utility Commis- 
sion has jurisdiction over the sale by CL&P of its interest in 
Seabrook 1 and 2. The Massachusetts Department of Public 
Utilities has jurisdiction over the purchase by New England 
Power Company of its additional interest in Millstone 3 and by 
New England Power Company, Montaup Electric Company 
and New Bedford Gas and Edison Light Company of their 
additional interests in Seabrook 1 and 2. The United States 
Nuclear Regulatory Commission (“NRC”) has jurisdiction 
over the transfers of ownership interests in Pilgrim 2, Mill- 
stone 3 and Seabrook 1 and 2. The NRC must authorize the 
transfers of interests in Millstone 3 and Seabrook 1 and 2 but 
such authorization is not required in connection with the 
transfers of interests in Pilgrim 2 even though certain informa- 
tion must be filed with the NRC in connection with such 
transfers of interests. It is stated that no other State commis- 
sion and no other Federal commission, other than this 
Commission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the Act 
(HCAR No. 19763), and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied as to the sales 
by CL&P and WMECO of their respective interests in Pilgrim 
2 and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said declaration, as amended, 
be permitted to become effective as to the sales by CL&P 
and WMECO of their respective interests in Pilgrim 2: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
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be, and it hereby is, permitted to become effective forthwith 
as to the sales by CL&P and WMECO of their respective 
interests in Pilgrim 2, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


IT iS FURTHER ORDERED that jurisdiction be, and it hereby 
is, reserved over the sales by CL&P, HELCO and WMECO of 
their respective interests in Millstone 3 and the sale by CL&P 
of its interest in Seabrook 1 and 2 pending completion of the 
record in connection with those transactions. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19806/December 14, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5782/December 14, 1976 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19807/December 15, 1976 


In the Matter of 


MIDDLE SOUTH ENERGY, INC. 
New Orleans, Louisiana 


(70-5890) 


ORDER EXTENDING PERIOD FOR ISSUANCE AND SALE 
OF LONG-TERM UNSECURED DEBENTURES BY GEN- 
ERATION SUBSIDIARY 


By order dated Septernber 17, 1976 (HCAR No. 19686), the 
Commission authorized Middie South Energy, Inc. (“MSEI”), 
a generation subsidiary of Middle South Utilities, Inc., a 
registered holding company, to issue and sell, in a privately 
negotiated sale, $400 million of its unsecured long-term 
debentures. The order authorized MSE! to place its deben- 
tures in two installments, the first, involving approximately 
$300 million of the debentures, on or about December 31, 
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1976, and the second, involving approximately $100 million, 
on or about June 30, 1977. 


Pursuant to the Commission's order, MSEI has commenced 
negotiations with a group of financial institutions, but does not 
presently anticipate that they will be concluded within the time 
necessary to meet the schedule for consummating the pro- 
posed sale as contemplated in its application. Accordingly, 
MSE! has amended its application-declaration and now pro- 
poses to sell the debentures in two installments of $300 
million and $100 million each on or about March 31, 1977, 
but not later than June 30, 1977, with respect to the first sale, 
and on or about June 30, 1977, but not later than September 
30, 1977, with respect to the second. All other terms and 
conditions of the proposed sale, including those over which 
the Commission has retained jurisdiction, remain unchanged. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest and 
in the interest of investors and consumers that said applica- 
tion-declaration, as amended, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, as 
amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act and in 
the Commission's order of September 17, 1976. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19808 /December 15, 1976 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 


(70-5777) 
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ORDER AUTHORIZING EXCHANGE OF UTILITY ASSETS 
BETWEEN PUBLIC-UTILITY SUBSIDIARY COMPANIES 


Allegheny Power System, Inc., (“APS”), a registered holding 
company, and two of its electric utility subsidiary companies, 
The Potomac Edison Company (‘Potomac’) and West Penn 
Power Company (“West Penn’), have filed an application- 
declaration and amendments thereto with this Commission 
pursuant to Sections 9(a), 10, and 12(d) of the Public Utility 
Holding Company Act of 1935 (‘Act’) and Rule 43 promul- 


gated thereunder regarding the following proposed transac- 
tions. 


In addition to furnishing retain and wholesale electric service 
in Maryland, Virginia, and West Virginia, Potomac provides 
electric service to approximately 36,800 retail customers and 
to two municipal wholesale customers in five Pennsylvania 
counties. It is stated that in 1975, Potomac received from its 
Pennsylvania customers operating revenues of $21,225,000 
(about 12%), from which it realized $1,662,000 (about 8%) of 
its net income. 


Potomac proposes to transfer to West Penn all of the electric 
transmission and distribution facilities and associated proper- 
ties in Pennsylvania (“Distribution Properties”) owned and 
used by Potomac to provide electric service to its Pennsylva- 
nia customers. The transfer will be based on the depreciated 
original cost of the Distribution Properties, as determined on 
the closing date (it is presently estimated that such depre- 
ciated original cost will be about $22,000,000). In exchange 
therefor, West Penn intends to transfer to Potomac an 
equivalent portion, also based on the depreciated original 
cost at the closing date, of its 50% undivided ownership 
interest in the Harrison electric generating station (“Harrison 
Station”), located in Harrison County, West Virginia, which is 
jointly owned by Potomac, West Penn, and Monongahela 
Power Company (another electric utility subsidiary of APS) as 
tenants in common. 


The applicants propose that in each case the computation of 
depreciated original cost will reflect the transferor's unamor- 
ized investment tax credit and accumulated deferred income 
taxes related to the assets being transferred and, in turn, that 
the transferee will reflect on its books the value which the 
transferor had on its books for the assets transferred. The 
applicants state that this proposal is in accordance with the 
Federal Power Commission's Uniform System of Accounts. 
Further, they state that regardless of whether the Internal 
Revenue Service treats the proposed transfers as a “sale” (in 
which event any gain or loss to the transferor would be 
recognized) or as a “tax free exchange of like-kind assets” 
the unamortized portion of the investment tax credit and 
deferred income taxes on the books of each transferor must 
be disposed of with the assets to which they are related. In 
this connection, the applicants state that because they are 
members of an affiliated group (composed of APS and all of 
its subsidiaries) which files a consolidated Federal Income 
Tax return, (1) the Internal Revenue Code provisions for 
recapture of investment tax credit are not applicable and, to 


the extent that either Potomac or West Penn realizes a gain 
on the transfers, (2) any such gain would be taxable ratably 
to the transferor as the property is depreciated by the 
transferree and would be substantially offset by such depre- 
ciation. 


It is stated that if the proposed transactions had been 
consummated on June 1, 1976, the depreciated original cost 
of the Distribution Properties would have been $22,318,000, 
the equivalent portion of the Harrison Station would have 
been 141,869 kilowatts, West Penn’s undivided interest in the 
Harrison Station would have been reduced from 50% to 
42.6%, and Potomac’s undivided interest in that station would 
have been increased from 25% to 32.4%. 


Potomac and West Penn anticipate that the proposed trans- 
fer will have no significant impact upon their rates of service. 
First, although Potomac expects to discontinue furnishing 
electric service to its Pennsylvania customers upon consum- 
mation of the proposed transfer, such customers will be 
served thereafter by West Penn, which intends to adopt and 
apply the presently effective rates, rules and regulations 
governing Potomac’s Pennsylvania service (including the 
contracts between Potomac and its two municipal wholesale 
customers). Second, Potomac expects that each regulatory 
commission having jurisdiction over its service territories and 
business after the proposed transfer will treat the additional 
portion of the Harrison Station acquired in exchange for the 
Distribution Properties in the same manner as they treat 
Potomac’s existing 25% undivided interest in that station: that 
is, in all rate cases Potomac’s portion of the Harrison Station, 
as carried on its books, has been treated, along with other 
generating capacity, as a part of Potomac’s bulk power 
supply facilities for rate base purposes, and each regulatory 
commission determines, pursuant to an acceptable cost 
allocation formula (generally related to peak responsibility) 
the portion of Potomac’s bulk power supply facilities to be 
included in the rate base in that jurisdiction. The applicants 
note, however, that as a result of the different principles and 
approaches utilized by the regulatory commissions, minor 
differences in service rates, which cannot now be deter- 
mined, may result from the proposed transfer. 


It is expected that the Distribution Properties will be released 
from the Indenture dated October 1, 1944, as amended and 
supplemented, between Potomac and Chemical Bank and T. 
J. Foley, trustees, (“Potomac Indenture”) and that such 
properties will become subject to the lien of the Indenture 
dated March 1, 1916, as amended and supplemented, be- 
tween West Penn and the Chase Manhattan Bank (“West 
Penn Indenture’), trustee, upon their acquisition by West 
Penn. Likewise, it is expected that the interest in the Harrison 
Station to be transferred to Potomac will be released from the 
West Penn indenture and will become subject to the lien of 
the Potomac Indenture. 


The applicants also state that the purposes underlying the 
proposed transaction are to: (a) simplify the administrative 


and regulatory burdens resulting from both Potomac and 
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West Penn being subject to the jurisdiction of the Pennsylva- 
nia Public Utility Commission; (b) reduce Potomac's depend- 
ence upon its sister companies in the APS system for 
generating capacity reserves and, in turn, reduce the amount 
of capacity it purchases from them under the System Power 
Supply Agreement; and, (c) equalize in the future Potomac’s 
owned generating capacity (as related to load) under the 
System Power Supply Agreement with that of its sister 
companies, without the necessity of constructing excessive 
amounts of more expensive future generating capacity. 


The State Corporation Commission of Virginia, the Pennsyl- 
vania Public Utility Commission, and the Public Service 
Commission of West Virginia have granted the requisite 
authorization. No other State commission and no Federal 
commission, other than this Commission, has jurisdiction over 
the proposed transactions. The fees and expenses to be 
incurred in connection with the proposed transactions are to 
be supplied by post-effective amendment. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19608), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are satisfied 
and that no adverse findings are necessary; and that it is 
appropriate in the public interest and in the interest of 
investors and consumers that said application-declaration, as 
amended, be granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, as 
amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and condi- 
tions prescribed in Rule 24 promulgated under the Act. 


IT {S FURTHER ORDERED that jurisdiction be, and it hereby 
is, reserved over the fees and expenses incurred and to be 
incurred in connection with the proposed transactions. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19809/December 15, 1976 


In the Matter oi 
GRANITE STATE ELECTRIC COMPANY 
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MASSACHUSETTS ELECTRIC COMPANY 
THE NARRAGANSETT ELECTRIC COMPANY 
NEW ENGLAND POWER COMPANY 

NEW ENGLAND ELECTRIC SYSTEM 
Westborough, Massachusetts 01581 


(70-5810) 


ORDER AUTHORIZING PROPOSED INCREASE IN 
SHORT-TERM BORROWING BY SUBSIDIARY COMPANY 
AND GRANTING EXCEPTION FROM COMPETITIVE BID- 
DING 


New England Electric System (“NEES”), a registered hoiding 
company, and Granite State Electric Company, Massachu- 
setts Electric Company, The Narragansett Electric Company, 
and New England Power Company (“NEPCO’), its subsidiary 
electric utility companies (“the borrowing companies’), have 
filed post-effective amendments to their application-declara- 
tion previously filed with this Commission pursuant to Sec- 
tions 6(a), 7, 9(a), 10 and 12 of the Public Utility Holding 
Company Act of 1935 (“Act”), and Rules 42, 43, 45 and 50 
promulgated thereunder regarding the following proposed 
transaction. 


By order dated March 31, 1976 (HCAR No. 19453), the 
borrowing companies were authorized to issue various 
amounts of short-term notes and commercial paper through 
March 31, 1977. NEPCO was specifically authorized to issue 
notes and commercial paper in an aggregate principal 
amount of up to $83,000,000 to be outstanding at any one 
time. The full amount was authorized for NEPCO in the event 
that NEPCO does not issue First Mortgage Bonds during the 
fourth quarter of 1976. If such bonds are not sold, the 
aggregate short-term borrowings by NEPCO is not to exceed 
$58,000,000. 


By post-effective amendment filed in this proceeding, it is 
stated that NEPCO does not expect to issue bonds in the 
fourth quarter of 1976 but that it may issue bonds in the first 
quarter of 1977. NEPCO requests authority for an increase in 
the maximum amount of short-term borrowings it may incur 
through March 31, 1977 from $83,000,000 to $115,000,000. 
The additional borrowings will only be incurred in the event 
that NEPCO does not issue bonds during the first quarter of 
1977. In the event NEPCO does issue bonds during the first 
quarter of 1977, the maximum amount of short-term borrow- 
ings it proposes to make would be $65,000,000. 


The proceeds of the proposed borrowings are to be used by 
NEPCO to pay its then outstanding notes payable to banks, 
dealers in commercial paper and/or to NEES at or prior to 
maturity thereof, and to provide new money for capital 
expenditures or reimburse its treasury therefor. 


The proposed notes to banks and/or NEES will mature in less 
than one year from the date of issue and will be prepayable 
at any time, in whole or in part, without premium. The 
borrowing companies will maintain sufficient operating bal- 
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ances to meet the lending banks’ compensating balance 
requirements or in lieu thereof will pay fees to the banks 
equivalent to such compensating balance requirements. The 
notes to banks will bear interest at not in excess of the prime 
rate in effect at the time borrowings are made. The notes to 
NEES will bear interest at not in excess of the prime rate in 
effect at the time borrowings are made. If the operating 
balances were maintained solely to fulfill prevailing compen- 
sating balance requirements of about 10% to 20%, or fees 
equivalent thereto, the effective interest cost to the borrowing 
companies would be approximately 71/2% to 8.44% per 
annum, based on a prime rate of 63/4%. 


It is proposed that NEPCO may prepay its notes to NEES, in 
whole or in part, with borrowings from banks or from sale of 
commercial paper, or that its borrowings from banks may be 
prepaid, in whole or in part, with borrowings from NEES, or 
from the sale of commercial paper. In the event of borrowings 
from banks at a higher interest rate or the sale of commercial 
paper at a higher effective interest cost, to prepay notes to 
NEES, NEES will credit NEPCO for any excess interest from 
the date of issuance of the new notes or commercial paper to 
the normal maturity date of the notes to NEES being prepaid. 
Conversely, in the event of borrowing from NEES to prepay 
notes to banks, the interest rate of notes issued to NEES will 
be the lower of (1) the interest rate on the notes being 
prepaid or (2) the prime interest rate then in effect, but with 
respect to (1) only to the maturity date of the notes so 
prepaid, and thereafter at the prime interest rate in effect at 
the time the new notes are issued. 


NEPCO also proposes to issue and sell commercial paper to 
Lehman Commercial Paper Incorporated (“Lehman‘) and/or 
A. G. Becker & Co., Incorporated (‘Becker’), dealers in 
commercial paper. The commercial paper will be issued 
during the period through March 31, 1977, will have varying 
maturities of not more than 270 days after the date of issue, 
will be sold in varying denominations of not less than $50,000 
and not more than $1,000,000, and will not by their terms be 
prepayable prior to maturity. Such notes will be issued and 
sold directly to Lehman and/or Becker at a discount which will 
not exceed the discount rate prevailing at the date of issu- 
ance for commercial paper of comparable quality and like 
maturity. The effective interest cost will not exceed the 
effective interest cost prevailing at the date of issue for 
borrowings from The First National Bank of Boston (“First 
National’), except that, in order to obtain maximum flexibility, 
commercial paper may be issued with a maturity of not more 
than 90 days from the date of original issue of the commercial 
paper if the effective costs are in excess of such effective 
interest cost from First National. 


Lehman and Becker, as principals, will reoffer the commercial 
paper at a discount rate not more than '/s of 1% per annum 
less than the prevailing discount rate to the issuer. The notes 
will be reoffered by Lehman and Becker to not more than 100 
of their respective customers whose names appear on non- 
public lists prepared in advance by Lehman and Becker. It is 
expected that such commercial paper will be held to maturity 


by the purchasers from the dealers, but, if any such pur- 
chaser wishes to resell prior to maturity, Lehman or Becker, 
as the case may be, pursuant to an oral repurchase agree- 
ment, will repurchase the paper for resale to others on said 
lists of customers. 


NEPCO requests an exception from the competitive bidding 
requirements of Rule 50 for the proposed issuance and sale 
of its commercial paper notes pursuant to Section (a)(5) 
thereof on the grounds that (a) the commercial paper to be 
issued will have maturities of not more than nine months, (b) 
the effective interest cost thereon will not exceed the effective 
interest costs at the time of issue for borrowings from The 
First National Bank of Boston, except that, in order to 
maintain maximum flexibility, commercial paper may be is- 
sued with maturities which in the aggregate do not exceed 
more than 90 days from the date of original issue of the 
commercial paper if the effective costs are in excess of such 
effective interest cost, from The First National Bank of Bos- 
ton, (c) the current rates for commercial paper for prime 
borrowers such as NEPCO are readily ascertainable by 
reference to daily financial publications and (d) it is not 
practical to publish invitations for bids for commercial paper. 


The New Hampshire Public Utilities Commission has author- 
ized the proposed issuance of short-term promissory notes 
by NEPCO. No other state commission and no federal 
commission, other than this Commission, has jurisdiction over 
the proposed transactions. 


Due notice of the filing of said application-declaration, as 
amended by said post-effective amendments, has been given 
in the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19754), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that said application-declaration, as amended by 
said post-effective amendments, be granted and permitted to 
become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, as 
amended by said post-effective amendments, be, and it 
hereby is, granted and permitted to become effective forth- 
with, subject to the terms and conditions prescribed in Rule 
24 promulgated under the Act except that certificates ther- 
eunder shall be filed quarterly. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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- PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19810/December 15, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5783/December 15, 1976 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19811/December 15, 1976 


In the Matter of 


CENTRAL AND SOUTH WEST CORPORATION 
P. O. Box 1631 
Wilmington, Delaware 19899 


(70-5948) 


NOTICE OF PROPOSED ISSUE AND SALE OF COMMON 
STOCK PURSUANT TO A DIVIDEND REINVESTMENT 
AND STOCK PURCHASE PLAN AND REQUEST FOR 
EXCEPTION FROM COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Central and South West 
Corporation (“CSW”), a registered holding company, has filed 
an application-deciaration, and an amendment thereto, with 
this Commission pursuant to the Public Utility Holding Com- 
pany Act of 1935 (“Act”) designating Sections 6(a) and 7 of 
the Act and Rules 50 and 100(a) as applicable to the 
proposed transaction. All interested persons are referred to 
the application-declaration, as amended, which is summa- 
rized below, for a complete statement of the proposed 
transaction. 


CSW proposes to issue and sell not to exceed 282,108 
shares of its authorized and unissued common stock, par 
value $3.50 per share (the “additional shares”) pursuant to 
an automatic dividend reinvestment and stock purchase plan 
(“plan”). CSW intends to establish the plan to be effective on 
or before February 28, 1977. CSW requests authority to sell 
the additional shares pursuant to the plan through April 30, 
1978. 


The plan provides that holders of CSW’s common stock may 
automatically reinvest their cash dividends on their stock in 
the additional shares and, at their option, may make cash 
payments of not less than $10 nor more than $3,000 per 
quarter for the same purpose. The additional shares will be 
purchased from CSW each quarter by the First National Bank 
of Chicago (the “plan administrator’), which will administer 
the plan and act as agent for the participants in the plan. The 
price per share of the additional shares will be equal to the 
average of the high and low prices of CSW’s common stock 
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reported as New York Stock Exchange Composite Transac- 
tions on the cash dividend payment date or on the next 
preceding trading day if the dividend payment date is not a 
trading day or no trades in CSW’s common stock occurred on 
the dividend payment date. 


Any holder of CSW’s common stock may join the plan at any 
time. Participation in the plan will be effective as of the first 
dividend payment date following receipt by the plan adminis- 
trator of an authorization from the stockholder, subject to the 
requirement that such authorization must be received by the 
plan administrator on or before the 15th of the month in which 
a cash dividend is paid. Participants may make optional cash 
payments in any quarter. Participants will be permitted to 
withdraw from the plan at any time, but if the plan administra- 
tor receives the request to withdraw on or after the cash 
dividend payment date, the amount of the cash dividend and 
any optional cash payments scheduled to be invested on 
such date will be so invested, but all subsequent dividends 
will be paid to the shareholder unless he re-enrolls in the . 
plan. Upon withdrawing from the plan, a participant may have 
the whole shares credited to his account under the plan 
delivered to him, along with cash payments for fractional 
shares, or he may elect to have all his shares sold by the 
plan administrator. 


It is stated that the additional shares constitute all of the 
remaining authorized but unissued shares of CSW's common 
stock excluding 6,250,000 shares scheduled for public offer- 
ing on December 23, 1976 and 304,790 shares reserved for 
issuance order CSW’s employee stock ownership plan (previ- 
ously authorized by this Commission). Proceeds derived by 
CSW from the sale of the additional shares will be applied 
toward construction programs of CSW’s subsidiary compa- 
nies through loans or equity contributions. Such loans or 
equity contributions are now or will be the subject of further 
filings with this Commission. 


CSW requests an exception from the competitive bidding 
requirements of Rule 50 under the Act for the sale of the 
additional shares pursuant to paragraph (a) (a)(5) of that 
Rule. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be incurred in 
connection with the proposed transaction will be supplied by 
amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 11, 1977, request in writing that a 
hearing be held on such matter, stating the nature of his 
interest, and/reasons for such request, and the issues of fact 
or law raised by said application-declaration, as amended, 
which he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. A copy 
of such request should be served personally or by mail upon 

















the applicant-declarant at the above-stated address and proof 
of service (by affidavit or, in case of an attorney at law, by 
certificate ) should be filed with the request. At any time after 
said date, the application-declaration as amended, or as it 
may be further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the Cornmis- 
sion may grant exemption from such rules as provided in 
Rules 20(a) and 100 thereof or take such other action as it 
may deem appropriate. Perscns who request a hearing or 
advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 
Release No. 449/December 14, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5782/December 14, 1976 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9564/December 10, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5781/December 10, 1976 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9565/December 10, 1976 


In the Matter of 


THE MUNICIPAL FUND SERIES COMPANY, INC. 
(THE MUNICIPAL INVESTMENT TRUST FUND 
INVESTMENT ACCUMULATION PROGRAMS) 

% Merrill Lynch, Pierce, Fenner & Smith, Incorporated 
One Liberty Plaza 

165 Broadway 

New York, New York 10006 


(812-4044) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF EXEMP- 
TION FROM SECTIONS 15(a) AND 16(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that The Municipal Fund Series 
Company, Inc. (‘“Applicant’’), registered under the Investment 
Company Act of 1940 (“Act”) as an open-end management 
investment company, filed an application on October 18, 
1976 with regard to its Investment Accumulation Program 
(Long Term) and its Investment Accumulation Program (Inter- 
mediate Term) and subsequent Investment Accumulation 
Programs (hereinafter collectively referred to as the “Pro- 
grams”) for an order of exemption from Sections 15(a) and 
16(a) of the Act to the extent necessary to permit Applicant's 
investment advisers and directors to serve without prior 
shareholder approval until a meeting of each Program's 
shareholders to be held within 180 days after the effective- 
ness of each of Applicant's Registration Statements filed 
under the Securities Act of 1933. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations therein, which are summa- 
rized below. 


The Applicant is a corporation formed under Maryland law. It 
proposes to issue its shares in various series, each of which 
represents a separate portfolio of securities. The initial two 
series of shares to be issued are: (A) shares of The Municipal 
Investment Trust Fund Investment Accumulation Program 
(Long-Term) which will represent a separate portfolio of long- 
term municipal obligations; and (B) shares of The Municipal 
Investment Trust Fund Investment Accumulation Program 
(Intermediate Term) which will represent a separate portfolio 
of intermediate term municipal obligations. Such shares will 
be offered without sales load to the holders of the corre- 
sponding series of The Municipal Investment Trust Fund, 
which consists of a number of different unit investment trusts, 
as a means for the automatic reinvestment of distributions on 
such series. It is contemplated that, as additional types of 
series of The Municipal Investment Trust Fund unit trust 
offerings are developed, additional Investment Accumulation 
Programs following the same pattern as the Programs listed 
above will be created as new series of capital stock of 
Applicant. 


SEC DOCKET/1189 








The investment advisers (the “Advisers’) of the Applicant 
with respect to the Programs will be (i) an affiliate of Merrill 
Lynch, Pierce, Fenner & Smith Incorporated, (ii) Bache 
Halsey Stuart Inc. and (iii) an affiliate of Reynolds Securities 
Inc. Merrill Lynch, Pierce, Fenner & Smith Incorporated, 
Bache Halsey Stuart Inc. and Reynolds Securities Inc. are 
the current sponsors of The Municipal Investment Trust Fund. 
The three directors of Applicant at the date of filing of the 
application are “interested persons” of one of the Advisers. 
Two unaffiliated directors will replace two affiliated directors 
and will take office prior to the effectiveness of the Registra- 
tion Statements covering the shares in the Programs under 
the Securities Act of 1933. 


Section 15(a) of the Act provides, in part, that a person may 
not serve as an investment adviser of a registered investment 
company except pursuant to a written contract which has 
been approved by a vote of a majority of the outstanding 
voting securities of such registered investment company, and 
Section 16(a) of the Act provides, with limited exceptions not 
here relevant, that no person shall serve as a director of a 
registered investment company unless elected to that office 
by the holders of the outstanding voting securities of such 
company. 


Applicant asserts that the proposed investment advisory 
agreements will comply with the provisions of the Act in all 
respects except that they may not satisfy the requirement of 
advance shareholder approval provided in Section 15(a) of 
the Act. Prior to effectiveness under the Securities Act of 
1933, the persons serving as directors of the Applicant will 
meet all of the requirements of the Act except that they may 
not satisfy the requirements of Section 16(a) that they be 
elected to that office by holders of the outstanding voting 
securities of the Applicant. 


All of the directors will stand for election, and the investment 
advisory agreements will be presented for approval by the 
holders of a majority of the outstanding voting securities of 
the Applicant and of a majority of the outstanding shares of 
each Program at the meeting of each Program's sharehold- 
ers to be held within 180 days of effectiveness of each of 
Applicant's Registration Statements under the Securities Act 
of 1933. During the period prior to such meeting, the prospec- 
tuses used by the Applicant in connection with the sale of its 
shares will contain full appropriate information concerning the 
directors and the investment advisory agreements. 


The Applicant believes that the exemptions requested above 
should be granted because (1) the initial public shareholders 
of each Program of the Applicant will have full knowledge as 
to the identity of the directors of the Applicant, the initial 
investment advisers and the terms of the investment advisory 
agreements prior to their purchase of the shares of the 
Applicant and, (2) the public shareholders of each Program of 
the Applicant will have an opportunity, voting as a separate 
Program consistent with Rule 18f-2 under the Act, to pass on 
the election of the directors and the investment advisory 
agreements within 180 days of effectiveness of Applicant's 
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Registration Statements under the Securities Act of 1933. 


Section 6(c) authorizes the Commission by order upon appli- 
cation to exempt, conditionally or unconditionally, any person, 
security, or transaction, or any class or classes of persons, 
securities or transactions, from any provision or provisions of 
the Act or any rule or regulation thereunder, if and to the 
extent that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and provisions 
of the Act. Applicant submits that the exemptions here 
requested are appropriate in the public interest, consistent 
with the protection of investors and the purposes of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 5, 1977, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commion should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicant at the address stated 
above. Proof of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed contempora- 
neously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9566/December 13, 1976 


In the Matter of 

FIRST AMERICAN-AUSTRALIAN INVESTORS LIMITED 
% Dominick & Dominick, Inc. 

55 Water Street 

New York, New York 10041 


(811-2041) 

















NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLARING 
THAT COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Dominick & Dominick, 
Incorporated (“Applicant”) filed, on behalf of First American- 
Australian Investors Limited (““FAAI”), an application on No- 
vember 5, 1976, for an order of the Commission, pursuant to 
Section 8(f) of the Investment Company Act of 1940, declar- 
ing that a closed-end diversified management investment 
company registered under the Investment Company Act of 
1940 (“Act”), has ceased to be an investment company as 
defined in the Act. All interested persons are referred to the 
application on file with the Commission for a statement of the 
representations contained therein, which are summarized 
below. 


FAAI, a company incorporated under the laws of the Austra- 
lian Capital Territory, registered under the Act pursuant to an 
order of the Commission under Section 7(d) of the Act issued 
on May 12, 1971. The application states that on May 25, 
1976, the Registrar of Companies of the Australian Capital 
Territory struck the name of FAAI off the Register pursuant to 
Section 308 of the Companies Ordinance 1962-1974 of the 
Australian Capital Territory, and that FAAI, owned beneficially 
all of the outstanding shares of FAAI. The Applicant repre- 
sents that FAAI has never made a public offering of its 
shares, has no shares currently outstanding, and has no 
outstanding debts or liabilities. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission on its own motion or upon appli- 
cation, finds that a registered investment company has 
ceased to be an investment company, it shall so declare by 
order, and upon the taking effect of such order the registra- 
tion of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 6, 1977, at 5:30 p.m. submit to 
the Commission in writing a request for a hearing on the 
application accompanied by a statement as to the nature of 
his interest, the reasons for such request, and the issues, if 
any, of fact or law proposed to be controverted, or he may 
request that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail upon Applicant at the address 
stated above. Proof of such service (by affidavit or, in the 
case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request, or upon the Commission’s own 
motion. Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices and 
orders issued in this matter, including the date of the hearing 


(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9567/December 14, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5782/December 14, 1976 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9568/December 13, 1976 


In the Matter of 


PUTNAM TAX EXEMPT INCOME FUND 
(formerly Putnam Municipal Bond Fund) 
265 Franklin Street 

Boston, Massachusetts 02110 


(812-4029) 


REVISED NOTICE OF APPLICATION PURSUAT TO SEC- 
TION 6(c) OF THE ACT FOR EXEMPTION FROM SECTION 
2(a)(19) 


On November 10, 1976, a notice was issued (Investment 
Company Act Release No. 9519) (“Notice”) of an application 
filed on September 17, 1976, by Putnam Municipal Bond 
Fund (“Applicant”), registered under the Investment Com- 
pany Act of 1940 (“Act”) as a diversified, open-end invest- 
ment company, for an order, pursuant to Section 6(c) of the 
Act, declaring that Mr. Avery Rockefeller, Jr. (“Rockefeller”), 
Mr. Donald J. Hurley (“Hurley”), and Mr. Hans H. Estin 
(“Estin’”), proposed trustees of Applicant, each shall not be 
deemed to be an “interested person” of the Applicant, L. The 
Putnam Management Company, Inc. (“Adviser”), the invest- 
ment adviser to the Applicant, or Putnam Fund Distributors, 
Inc. (“PFD”), principal underwriter of the Applicant, within the 
meaning of Section 2(a)(19) of the Act, by reason of their 
being directors of, with respect to Rockefeller, The Home 
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- Insurance Company and, with respect to Hurley and Estin, 
The Boston Company, Inc. and/or Boston Safe Deposit and 
Trust Company. On December 6, 1976, Applicant filed an 
amendment to the application. All interested persons are 
referred to amendment No. 1 to the application on file with 
the Commission for a statement of the additional representa- 
tions contained therein, which are summarized below. 


NOTICE IS HEREBY GIVEN that the following changes 
should be made in the Notice: 


1. Applicant's name has been changed from Putnam 
Municipal Bond Fund to Putnam Tax Exempt Income 
Fund, effective October 29, 1976. 


2. It is stated that Applicant's initial public offering of its 
shares will be underwritten by Merrill, Lynch, Pierce, 
Fenner & Smith, Incorporated, Bache Halsey Stuart, 
Inc., and Reynolds Securities, Inc. (“Underwriters”) 
instead of by PFD, which will act as principal underwri- 
ter in the continuous offering of Applicant's shares to 
commence not less than 30 days following the closing 
of the initial public offering (expected to be December 
22, 1976). Applicant states that the Underwriters are 
not expected to act as principal underwriters of shares 
of Applicant following the initial offering. 


3. It is represented that, if Rockefeller, Hurley, and 
Estin are each deemed not to be an “interested 
person” of Applicant, the Adviser, and PFD within the 
meaning of Section 2(a)(19) of the Act, they may be 
proposed for election to Applicant's Board of Trustees 
at a-meeting of Applicant's shareholders in—977. 
Applicant anticipates that they will not be proposed for 
election until after the commencement of the continu- 
ous offering of Applicant's shares. The Notice stated 
that Applicant anticipated adding Rockefeller, Hurley, 
and Estin to the Board of Trustees prior to the initial 
public offering. 


4. Applicant states that the reference to Estin serving 
as Chairman of the Board of Trustees of Boston 
University should be deleted; Estin is, however, a 
member of the Board of Trustees of the Boston Univer- 
sity Medica! Center. 


The Notice erroneously stated that the file number of the 
original application was 812-4026. The correct file number is 
812-4029. 


NOTICE IS FURTHER GIVEN that the notice period during 
which any interested person may submit to the Commission a 
request for a hearing on this matter, in accordance with the 
procedures set forth in Investment Company Act Release No. 
9519, is hereby extended until January 7, 1977 at 5:30 p.m. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9569/December 14, 1976 


In the Matter of 


CHESTNUT STREET EXCHANGE FUND 
(A California Limited Partnership) 

9601 Wilshire Boulevard 

Beverly Hills, California 90210 


G. WILLING PEPPER 
128 Springton Lake Road 
Media, Pennsylvania 19063 


ROBERT R. FORTUNE 
2920 Ritter Lane 
Allentown, Pennsylvania 18194 


(812-4035) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM SEC- 
TION 17(a) OF THE ACT. 


Chestnut Street Exchange Fund (“Fund”) (a California Lim- 
ited Partnership), an open-end, diversified, management in- 
vestment company, registered under the Investment Com- 
pany Act of 1940 (‘Act’), G. Willing Pepper (“Pepper‘), and 
Robert R. Fortune (‘Fortune’), each a Managing General 
Partner of the Fund, filed an application on October 4, 1976, 
and an amendment thereto on November 5, 1976, for an 
order of exemption, pursuant to Section 17(b) of the Act, from 
certain provisions of Section 17(a) of the Act, to permit 
Pepper and Fortune to exchange securities of certain other 
issuers owned by them for Units of Partnership Interest 
(“Shares”) in the Fund in accordance with a public offering of 
such Shares. 


On November 18, 1976, a notice was issued (Investment 
Company Act Release No. 9534) of the filing of the applica- 
tion. The notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued upon the basis of the information 
stated therein unless a hearing should be ordered. No 
request for a hearing has been filed, and the Commission has 
not ordered a hearing. 


The matter having been considered, it is found that the terms 
of the proposed transactions are reasonable and fair and do 




















not involve overreaching on the part of any person con- 
cerned; and that the proposed transactions are consistent 
with the policies of the Fund and with the general purposes of 
the Act. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 17(b) of the 
Act, that the proposed transactions as set forth in the 
application be, and hereby are, exempted from the provisions 
of Section 17(a) of the Act, effective forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9570/December 15, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5783/December 15, 1976 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9571/December 15, 1976 


In the Matter of 


SPORTS FUND 

% International Research & Management Com. 
Suite 420, One Palmer Square 

Princeton, New Jersey 08540 


(811-2226) 


ORDER PURSUANT TO SECTION 8&(f) OF THE ACT DE- 
CLARING THAT SPORTS FUND HAS CEASED TO BE AN 
INVESTMENT COMPANY. 


On November 19, 1976, a notice was issued (Investment 
Company Act Release No. (9538), stating that the Commis- 
sion proposed to declare by order on its own motion, 
pursuant to Section 8(f) of the Investment Company Act of 
1940 (“Act”), that Sports Fund has ceased to be an invest- 
ment company as defined in the Act. 


The notice gave interested persons an opportunity to request 
a hearing, and stated that an order disposing of the matter 
would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered, and it is found that Sports 
Fund has ceased to be an investment company. Accordingly, 


IT {S ORDERED, pursuant to Section 8(f) of the Act, that the 


registration of Sports Fund under the Act shall forthwith cease 
to be in effect. 


For the Commission, by the Division of investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Reiease No. 9572/December 15, 1976 


In the Matter of 


CONNECTICUT MUTUAL LIFE INSURANCE COMPANY 
CML VARIABLE ANNUITY ACCOUNT A 


and 


CML ACCUMULATION ANNUITY ACCOUNT E 
140 Garden Street 
Hartford, Connecticut 06115 


(812-4039) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) 
OF THE ACT FOR AN ORDER OF EXEMPTION FROM 
THE PROVISIONS OF SECTIONS 22(e), 27(c)(1) AND 27(d) 
OF THE ACT 


NOTICE IS HEREBY GIVEN that Connecticut Mutua! Life 
Insurance Comapny Company ("CML"), a Connecticut mu- 
tual life insurance company, CML Variabie Annuity Account A 
(“Account A”) and CML Accumulation Annuity Account E 
(“Account E"), separate accounts of CML registered under 
the Investment Company Act of 1940 (“Act’) as diversified 
open-end management investment companies (hereinafter 
collectively referred to as “Applicants’), filed an application on 
October 4, 1976 and an amendment thereto on November 
1S, 1976, pursuant to Section 6(c) of the Act for an order 
exempting Appiicants from the provisions of Sections 22(e), 
27(c)(1) and 27(d) of the Act to the extent necessary to 
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permit compliance by Applicants with certain provisions of the 
‘Education Code of the State of Texas. Alll interested persons 
are referred to the application on file with the Commission for 
a statement of the representations therein which are summa- 
rized below. 


CML established Account A on July 30, 1968 and Account E 
on July 20, 1975 pursuant to authorization by the Board of 
Directors of CML. Both separate accounts are facilities 
through which CML sets aside and invests assets attributable 
to certain variable annuity contracts issued in conjunction with 
plans qualified under Sections 401(a) or 403(a) of the Internal 
Revenue Code of 1954, as amended, (“Code”) including 
plans established by persons entitled to the benefits of the 
Self-Employed Individuals Tax Retirement Act of 1962, as 
amended, and for annuity purchase plans adopted pursuant 
to Sections 403(b) or 408 of the Code. 


In 1967, the State of Texas directed the governing boards of 
all Texas institutions of higher education to make available to 
certain employees an Optional Retirement Program (‘Pro- 
gram”), codified as Subchapier G of Chapter 51 of the Texas 
Education Code. The statute provides as the funding media 
for the Program fixed or variable annuity contracts purchased 
from any insurance or annuity company qualified to do 
business in Texas. In 1973, the Texas legislature made two 
amendments in the Program legislation, which amendments 
became effective on June 14, 1973. The statutory definition 
of the Program was amended to provide that the benefits of 
such annuities are to be available only upon termination of 
employment in the Texas public institutions of higher educa- 
tion, retirement, death or total disability of the participant. The 
other amendment added a new Section 51.358 to Subchap- 
ter G which also provides that the benefits of such annuities 
will be available only if the participant dies, terminates his 
employment due to totai disability, accepts retirement, or 
terminates employment in the Texas public institutions of 
higher education. 


Sections 27(c)(1), 22(e) and 27(d) 


Section 27(c)(1) of the Act makes it unlawful for any regis- 
tered investment company issuing periodic payment plan 
certificates, or for any depositor of or underwriter for such 
company, to sell any such certificate unless such certificate is 
a redeemable security. Section 2(a)(32} of the Act defines 
“redeemabie security” to mean any security under the terms 
of which the hoider upon its presentation to the issuer or to a 
person designated by the issuer is entitled to receive approxi- 
mately his proportionate share of the issuers current net 
assets, or the cash equivalent thereof. 


Section 22(e) of the Act provides that no registered invest- 
ment company shall suspend the right of redemption or 
postpone the date of payment or satisfaction upon redemp- 
tion of any redeemable security in accordance with its terms 
for more than seven days after the tender of such security to 
ihe company or its agent designated for that purpose for 
redempiion except in certain prescribed circumstances. 
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Section 27(d) of the Act makes it unlawful for any registered 
investment company issuing periodic payment plan certifi- 
cates, or for any depositor of or underwriter for such com- 
pany, to sell any such certificate unless the certificate pro- 
vides that the holder thereof may surrender the certificate at 
any time within the first eighteen months after the issuance of 
the certificate and receive in payment thereof, in cash, the 
sum of (1) the value of his account, and (2) an amount, from 
such underwriter or depositor, equal to that part of the excess 
paid for sales loading which is over 15 per centum of the 
gross payments made by the certificate holder. 


Applicants request exemptions from the provisions of Sec- 
tions 22(e), 27(c)(1) and 27(d) of the Act to the extent 
necessary to permit redemption values under variable annuity 
contracts issued after the effective date of the order of 
exemption requested herein to participants in the Texas 
Program to be made available in accordance with the above- 
mentioned Texas Attorney General’s opinion only upon termi- 
nation of employment in the Texas public institutions of higher 
education, retirement, death or total disability of the partici- 
pant. 


Applicants assert that if such exemptions are not granted, 
persons participating in the Texas Program effectively will be 
denied an opportunity to select as a funding medium for their 
retirement benefits one of two funding media (the other being 
fixed annuity contracts) specifically provided in the Texas 
statute for such purpose. Participants will be unable to obtain 
the state’s matching contributions for the purchase of an 
equity-based retirement vehicle. The purpose of the State of 
Texas is to provide such retirement benefits with its matching 
contributions, and unrestricted withdrawals prior to retirement 
apparently were deemed detrimental to such purpose. In view 
of the foregoing, Applicants assert that (1) the limited restric- 
tion on redemption would be voluntarily assumed by partici- 
pants, i.e., eligible employees are not required to participate 
in the Program; (2) the restrictions were not formulated nor 
suggested by Applicants; and (3) participants’ relinquishment 
of the fuil rignt of redemption is a reasonable requirement in 
exchange for the venefits bestowed by the matching contribu- 
tions of the State of Texas. 


Applicants will ensure that appropriate disciosure is made to 
persons who consider participation in the Program, informing 
them of the restriction on the availability of redemption values 
under Contracts to be issued to them. This disclosure will 
take the form of an appropriate reference in each Prospectus 
to the restrictions on redemption of these Contracts, as well 
as requiring each participant, as a part of the determination 
that the sale of these Contracts is suitable for that participant, 
to sign a statement indicating that he/she is aware that these 
restrictions will be placed on his/her Contract when it is 
issued. In addition, CML will review ali sales iiterature that is 
to be used in conjunction with the sales of these coniracts for 
the existence of material representations that are inconsistent 
with the restrictions to be placed on these contracts and will 
instruct the salespeopie involved in soliciting in this market io 
specifically bring this restriction to the attention of the poten- 

















tial participants 


Section 6(c) authorizes the Commission to exempt any 
person, security or transaction or any class or classes of 
persons, securities or transactions, from the provisions of the 
Act and Rules prornulgated thereunder if and to the extent 
that such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN than any interested person 
may, not later than January 10, 1976, at 5:30 p.m. submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, Washing- 
ton, D.C. 20549. A copy of such request shall be served 
personally or by mail upon Applicants at the address stated 
above. Proof of such service (by affidavit, or in the case of an 
attorney at law, by certificate) shall be filed contempora- 
neously with the request. As provided by Rule 0-5 of the 
Rules and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of course 
following January 10, 1976, unless the Commission there- 
after orders a hearing upon request or upon the Commis- 
sion’s own motion. Persons who request a hearing, or advice 
as to whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9573/December 15, 1976 


In the Matter of 

ADVANCE INVESTORS CORPORATION 
626 Lexington Avenue 

New York, New York 10022 

(811-2293) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER DECLARING 


THAT COMPANY HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that an application has been 
filed on October 20, 1976 on behalf of Advance investors 
Corporation (“Applicant”), a Deiaware corporation registered 
under the Investment Company Act of 1940 (Act) as a 
closed-end, diversified management company, for an order of 
the Commission declaring that Applicant has ceased to be an 
investment company as defined in the Act. Ail interested 
persons are referred to the application on file with the 
Commission for a statement of the representations contained 
therein, which are summarized below. 


The application states that, pursuant to Articles of Merger 
(“Articles”) approved by shareholders on July 26, 1976, 
between Applicant and Advance !nvestors Corporation (“Ad- 
vance Maryland’), a Maryland corporation registered under 
the Act as an open-end, diversified management company, 
Applicant was merged with and into Advance Maryland. 
Applicant represents that the merger occurred in accordance 
with the laws of the states of Delaware and Maryland; that the 
merger became effective on August 30, 1976; that on such 
date the former shareholders of Applicant became sharehold- 
ers of Advance Maryland by operation of law, each share of 
common stock of Applicant having been converted inio one 
share of common stock of Advance Maryland; that Advance 
Maryland succeeded to all of the assets and liabilities of 
Applicant; that the corporate existence of Applicant ceased by 
operation of law; and that Applicant now has no assets and 
no shareholders. 


Section 8(f) of the Act provides, in pertinent part, that when 
the Commission, upon application, finds that a registered 
investment company has ceased to be an investment com- 
pany, it shall so declare by order arid, upon the effectiveness 
of such order, the registration of such company shail cease to 
be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than January 10, 1977, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission shouid order a hearing thereon 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, or by mail upon the 
Applicant at the address stated above. Proof of such service 
(by affidavit or in case of an attorney-at-law by certificate) 
shall be filed contemporaneously with the request. As pro- 
vided by Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application will be 
issued as of course following said date unless the Commis- 
sion thereafter orders a hearing upon request or upon the 
Commission's own motion. Persons who request a hearing, 
or advice as to whether a hearing is ordered, wiil receive any 
notices and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements thereof. 
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For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISORS ACT OF 1940 
Release No. 561/December 14, 1976 


SEE 


SECURITIES ACT OF 1933 
Reiease No. 5782/December 14, 1976 








LITIGATION 





Litigation Release No. 7691/December 13, 1976 


SEC v. PARKLANE HOSIERY CO., INC. AND HERBERT N. 
SOMEKH 


The New York Regional Office announced that on November 
9, 1976 the Honorable Kevin T. Duffy, U.S. District Judge for 
the Southern District of New York, rendered an opinion in the 
above-captioned suit wherein he declined to grant the Com- 
mission's request for a permanent injunction. In his opinion, 
however, Judge Duffy ordered Parklane Hosiery Co., Inc. 
(“Parklane”) to amend its prior public filings with the Commis- 
sion so as to correct various misstatements and non-disclo- 
sures found therein. 


Earlier, on May 5, 1976, the Commission had filed a Com- 
plaint alleging that Parklane and Herbert Somekh (‘So- 
mekh”), Parklane’s Chairman of the Board, president, and 
majority stockholder, had violated the anti-fraud, proxy and 
reporiing provisions of the federal securities laws. In particu- 
lar, the Commission's Complaint alleged that Parklane and 
Somekh, as part of a conversion of Parklane from a publicly- 
hela to a privately-held company had, among other things, 
failed to fully and completely explain: (1) that a primary 
reason for Parklane’s corporate conversion was to enabie 
Somekh to use corporate assets to reduce his personai 
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indebtedness; (2) the true status of leasehold negotiations 
between Parklane and the Federal Reserve Bank of New 
York (“Federal Reserve Bank); and (3) that appraisers had 
been given insufficient information upon which to base a 
valuation of Parklane stock. The Complaint also alleged that 
Parklane and Somekh had filed faise and misleading periodic 
reports with the Commission. A trial of the Commission 
allegations was held and completed in June of this year. 


In a written opinion, Judge Duffy declined to enjoin the 
defendants, pointing to the period of time which had elapsed 
between ithe date of the violative conduct and the filing of the 
Complaint, and expressing as well the view that there was no 
“reasonable likelihood’ of future violations. However, the 
Court did find that the defendants had violated the anti-fraud, 
proxy, and reporting provisions of the securities laws. Among 
other things, the Court found that Parklane and Somekh 
failed to disclose: (1) that the “overriding purpose” of convert- 
ing Parklane to a private company was to enable Somekh to 
repay his own personal debts through the use of Parklane’s 
cash flow; (2) that Somekh and Parklane were engaged in 
negotiations with the Federal Reserve Bank for the cancella- 
tion of a leasehoid despite contrary representations to share- 
holders that such negotiations had ceased; (3) the fact that 
Somekh failed to disclose to the appraisers of Parkiane stock 
the potentiality of a yield of approximately $300,000 resulting 
from negotiations between the Federal Reserve Bank and 
Parklane concerning the cancellation of such a leasehold; 
and (4) that Somekh intended to sell his persona! rea! estate 
holdings to Parklane subsequent to its becoming a private 
company. 


For more information, see LR-7383 [SEC v. Parklane Ho- 
siery Co., Inc. and Herbert N. Somekh, 76 Civil 2024 
(S.D.N.Y.)]. 





Litigation Release No. 7692/December 14, 1976 


United States v. Douglas P. Fields, et al 
76 Cr. 1022 (S.D.N.Y.) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission, and 
Robert B. Fiske, Jr., United States Attorney for the Southern 
District of New York, announced that on November 8, 1976, a 
12 count indictment was returned against Douglas P. Fields 
(‘Fields’) of New York City, president and chairman of TDA 
Industries, Inc. (“TDA”) and Westcalind Corp. (‘“Westcalind’), 
Frederick M. Friedman (‘Friedman’) of New York City, vice- 
president, secretary, treasurer, and a director of TDA, and 
treasurer and a director of Westcalind, Peter S. Davis 
(‘Davis’) of New York City, an attorney and a former member 
of the law firm that formerly served as TDA’s general counsel, 




















Alan E. Sandberg (“Sandberg”) of East Northport, New York, 
a former officer and director of TDA, and Eric Berge 
(‘Berge’), of Encino, California, executive vice-president and 
a director of Westcalind. 


The indictment charged that: 


1. Fields, Friedman, and Davis had conspired to vio- 
late, and had violated, the anti-fraud provisions of the 
federal securities laws, by filing a prospectus in No- 
vember 1971 for the sale of TDA stock, which prospec- 
tus failed to disciose that: 


(a) in March 1971, Fields and Friedman, in 
connection with a corporate acquisition by West- 
calind, caused Westcalind to pay a “finder's fee” 
to persons who performed no services in con- 
nection with the acquisition, and these persons 
then “kicked back” most of the fee, in cash, to 
Fields and Friedman; 


(b) in April and May 1971, Fields, Friedman, and 
Davis caused holders of restricted TDA stock to 
sell their shares below the market price to a 
nominee of Fields, Friedman, and Davis, and the 
nominee thereafter “kicked back” to Fields, Fri 
edman, and Davis 70% of the gross profits 
realized upon the nominee’s immediate resale of 
these shares in the open market; and 


(c) in November 1971, prior to the effective date 
of a secondary offering of over 700,000 TDA 
shares, Fields offered cash pay-offs to several 
co-conspirators, and purchased shares of a com- 
pany controlled by one of the co-conspirators to 
induce them to purchase TDA stock immediately 
prior to the effective date of the secondary offer- 
ing, in order to inflate the price of TDA stock. 


2. Fields, Friedman, and Davis, in connection with a 
proxy statement issued on behalf of TDA in December 
1971, and Fields, Friedman, Davis, and Berge, in 
connection with a proxy statement issued on behalf of 
Westcalind in December 1971, (a) failed to disclose the 
transactions described in paragraph 1 above, (b) gave 
false statements to the Commission, and (c) violated 
the anti-fraud provisions of the federal securities laws. 


3. Friedman, in connection with a corporate acquisition 
by TDA in 1973, arranged for a duplicate finder’s fee to 
be paid. Thereafter, Friedman “kicked back” most of 
the fee to defendant Sandberg; and thereafter Fried- 
man failed to disclose this kickback scheme in connec- 
tion with a proxy statement issued on behalf of TDA in 
October 1974. 


4. Friedman and Sandberg engaged in wire and mail 
fraud in connection with the transaction described in 
paragraph 3. 


5. Berge testified falsely before the staff of the Com- 
mission during its investigation of the transactions 
described above in paragraphs 1(a) and 2. 


For more information see Litigation Release Nos. 7088 [7 
SEC Docket at 897], and 7369 [9 SEC Docket at 534). 





Litigation Release No. 7693/December 14, 1976 


SEC v. CENTRON CORPORATION, et al. 
(S.D. Fla., Civil Action No. 76-2213-SMA 


Jule B. Greene, Administrator of the Atlanta Regional Office, 
and William Nortman, Associate Regional Administrator of 
the Miami Branch Office of the Securities and Exchange 
Commission, jointly announced the filing of a complaint in the 
United States District Court for the Southern District of 
Florida, on December 8, 1976, seeking preliminary and 
permanent injunctions enjoining Centro! Corporation (“Cen- 
tron") and James K. Deutsch (“Deutsch”) from further violat- 
ing the registration and anti-fraud provisions of the federal 
securities laws. 


The Commission's complaint alleges that Centron, of Boca 
Raton, Florida and Deutsch, formerly of Boca Raton, Florida 
and presently residing in Indian Hammoch, Florida violated 
the registration and anti-fraud provisions of the Securities Act 
of 1933 and the anti-fraud provisions of the Securities Ex- 
change Act of 1934 in connection with the offer for sale and 
sale of securities in the form of limited partnership interests 
for, among other purposes, to yield tax sheltered income in 
seven real estate syndications, two movie syndications and 
one cattle syndication. The Commission’s complaint alleges 
that Centron and Deutsch while obtaining from approximately 
73 investors approximately $2 million for participation in the 
limited partnerships made misrepresentations and omissions 
of material facts concerning, among other things: 1) the 
amount of partnership funds that would be used for the 
acquisition of partnership assets; 2) that a substantial portion 
of the monies obtained would be used for defendant 
Deutsch’s personal use; 3) that partnership assets would be 
encumbered by excessive mortgages; 4) that partnership 
funds would be diverted to other partnerships of which 
Deutsch was general partner; 5) the personal business 
background and experience and net worth of Deutsch; 6) that 
defendant Deutsch had the necessary experience and qualifi- 
cations to manage partnership assets when, in fact defendant 
Deutsch had little or no experience; 7) that salesmen were to 
be paid commissions from the proceeds of the offerings; 8) 
that defendant Deutsch and/or defendant Centron would 
receive management fees and/or commissions in excess of 
those disclosed in the offering documents; 9) that in connec- 
tion with at least two partnership offerings, Centron Rams- 
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‘gate, Ltd. and L. & D. Properties, the properties actually 
acquired by the partnerships were not the same as those 
represented in the offering documents; 10) that the risk 
factors in such investments were minimal and that Deutsch 
would personally guarantee investors against loss; 11) that 
defendant Deutsch would waive managerial fees in connec- 
tion with certain of the offerings when, in fact, defendant 
Deutsch took excessive management fees; and 12) that in 
connection with the cattle syndication, attorneys and accoun- 
tants had rendered tax opinions and advice when, in fact 
Deutsch had never retained attorneys or accountants and tax 
opinions and advice were never rendered. 


Without admitting or denying the allegations in the Commis- 
sion’s complaint, Centron and Deutsch have consented to the 
entry of an order of permanent injunction by the United States 
District Court for the Southern District of Florida. As part of 
the consent the defendants are required to submit an ac- 
counting with respect to the syndications and Deutsch has 
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been enjoined from further promoting or directing the man- 
agement of limited partnerships or similar enterprises. 








ACCOUNTING SERIES 





ACCOUNTING SERIES 
Release No. 203/December 10, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5780/December 10, 1976 
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